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THE FEDERAL ROLE IN KEEPING WATER AND 
WASTEWATER INFRASTRUCTURE AFFORD- 
ABLE 


THURSDAY, APRIL 7, 2016 

U.S. Senate, 

Committee on Environment and Public Works, 

Washington, DC. 

The committee met, pursuant to notice, at 10:01 a.m. in room 
406, Dirksen Senate Office Building, Hon. James M. Inhofe (chair- 
man of the committee) presiding. 

Present: Senators Inhofe, Boxer, Barrasso, Capita, Crapo, 
Boozman, Wicker, Fischer, Sullivan, Carper, Cardin, Whitehouse, 
Gillibrand, Booker, and Markey. 

OPENING STATEMENT OF HON. JAMES M. INHOFE, 

U.S. SENATOR FROM THE STATE OF OKLAHOMA 

Senator Inhofe. Well, the EPA has identified $384 billion in 
drinking water needs and $271 billion in wastewater needs over 
the next 20 years based on capital improvement plans developed by 
local utilities. According to the U.S. Conference of Mayors, which 
I really enjoyed visiting with the U.S. Conference of Mayors, and 
I am glad to have you here to represent them. That was, what, 3 
weeks ago or so. Anyway, it is your meeting. It is nice to see some 
of the people are still in the U.S. Conference of Mayors that were 
there when I was a Mayor, a long time ago. 

But according to the U.S. Conference of Mayors, through 2013, 
local governments have invested over $2 trillion in water and 
sewer infrastructure and continue to spend $17 billion a year. Now, 
these local expenditures represent over 98 percent, 98 percent of 
the cost of providing services and investing in infrastructure. These 
costs are paid by you and by me and by our ratepayers, and as a 
general rule this is an appropriate thing to have users pay. 

But water and wastewater is funded by the taxpayers who re- 
ceive these services. That is fine. Unfortunately, however, we are 
no longer just paying for services; we are also paying for unfunded 
Federal mandates, as I mentioned. And as Federal mandates pile 
up, the bills paid by individual homeowners get bigger and are be- 
coming unaffordable for many Americans. 

Federal mandates also force local communities to change their 
priorities. In the water and sewer world, this pushes basic repair 
and replacement to the bottom of the list. When we force commu- 
nities to chase mandates that may have very small incremental 
health and environmental benefits, we risk losing both basic public 

( 1 ) 
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health protections and the economic foundations of our commu- 
nities. 

There is a Federal interest in maintaining these health protec- 
tions and economic henefits, and there are a variety of ways we can 
help. I want to list four here. 

First, we have to continue to support the clean water and drink- 
ing water State revolving funds that provide low cost loans for in- 
frastructure improvements. The President’s fiscal year 2017 budget 
proposed cutting the clean water fund by $414 million and pro- 
viding a $197 million increase in the drinking water fund. Now, 
this is robbing Peter to pay Paul, so it really doesn’t make that dif- 
ference; the net is a loss. 

Second, we have to find new ways to increase investment in in- 
frastructure. In 2014, we took action by adding the Water Infra- 
structure Financing and Innovation Act, WIFIA, to the WRDA bill. 
EPA is finally requesting funding to startup the WIFIA program, 
although they are only requesting $15 million. In our proposal to 
help Flint and other communities around the country, we are plan- 
ning to provide around $70 million, not $15 million, but $70 million 
to capitalize WIFIA. 

Third, we need to look for ways to encourage even more private 
investment in water and wastewater infrastructure. WIFIA loans 
provide only 49 percent of the project costs, so where does the fund- 
ing for the other 51 percent? So it is a 50-50 thing. If we can’t be 
raised through municipal bonds, where is it going to come from? 

Fourth, we need to increase support for small rural communities 
who simply can’t afford the investment that EPA wants them to 
make and need technical support to keep up with all the Federal 
mandates. Mr. Robert Moore of Madill, Oklahoma, will offer testi- 
mony on this. 

Finally, we have to make sure that Federal mandates don’t force 
communities to spend hundreds of millions of dollars for projects 
that may have little impact on water quality while delaying other 
critical programs. The tl.S. Conference of Mayors has spent a lot 
of time trying to work with the EPA on this issue. Despite the 
EPA’s rhetoric on integrated planning and flexibility, communities 
are still being threatened with penalties even as they are trying to 
negotiate with the EPA. 

I strongly believe that investment in infrastructure expands our 
economy. The U.S. Conference of Mayors reports that each public 
dollar invested in water infrastructure increases private long-term 
gross domestic product by $6.35. To date, the Joint Tax Committee 
has not been persuaded by these numbers. The Joint Tax Com- 
mittee assumes that these programs increase the use of tax-exempt 
bonds, creating a loss to the Treasury that we need to offset. 

This is exactly a barrier to increasing funding authority for the 
State revolving funds and loan programs, and WIFIA also. The 
Water Environment Federation, represented here today, has con- 
ducted a new study to measure the increases in personal and cor- 
porate income taxes paid into the U.S. Treasury attributable to 
water infrastructure investment. In other words, more money is 
coming into the Treasury as a result of this type of investment. 

This hearing is laying the foundation for legislation on water and 
wastewater infrastructure, and I hope to be ready to move it at the 
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same time our Water Resources Development Act, or WRDA, is 
taking place. 

Senator Boxer. 

[The prepared statement of Senator Inhofe follows:] 

Statement of Hon. James M. Inhofe, 

U.S. Senator from the State of Oklahoma 

EPA has identified $384 billion in drinking water needs and $271 billion in waste- 
water needs over the next 20 years based on capital improvement plans developed 
by local utilities. According to the U.S. Conference of Mayors, through 2013 local 
governments have invested over $2 trillion in water and sewer infrastructure, in- 
cluding $117 billion in 2013 alone. 

These local expenditures represent over 98 percent of the cost of providing serv- 
ices and investing in infrastructure. These costs are paid by you, me and our neigh- 
bors when we pay our water and sewer bills. 

As a general rule, this is appropriate. Water and wastewater are funded by the 
ratepayers who receive these services. Unfortunately, however, we are no longer just 
paying for services. We also are paying for unfunded Federal mandates. And as Fed- 
eral mandates pile up the bills paid by individual homeowners get bigger and are 
becoming unaffordable for many Americans. 

Federal mandates also force local communities to change their priorities. In the 
water and sewer world, this pushes basic repair and replacement to the bottom of 
the list. When we force communities to chase mandates that may have very small 
incremental health or environmental benefits, we risk losing both basic public 
health protections and the economic foundation of our communities. 

There is a Federal interest in maintaining these health protections and economic 
benefits, and there are a variety of ways we can help. 

First, we have to continue to support the clean water and drinking water State 
revolving loan funds that provide low cost loans for infrastructure improvements. 
The President’s fiscal year 2017 budget proposed cutting the clean water fund by 
$414 million and provided a $197 million increase in the drinking water fund. 

Second, we have to find new ways to increase investment in infrastructure. In 
2014 we took action by adding the Water Infrastructure Financing and Innovation 
Act to the WRDA bill. EPA is finally requesting funding to start up the WIFIA pro- 
gram, although they are only requesting $15 million. In our proposal to help Flint 
and other communities around the country, we are planning to provide $70 million 
to capitalize WIFIA. 

Third, we need to look for ways to encourage even more private investment in 
water and wastewater infrastructure. WIFIA loans provide only 49 percent of 
project costs, so where does the funding come from if the remaining 51 percent can- 
not be raised through municipal bonds? 

Fourth, we need increased support for small rural communities who simply can’t 
afford the investments that EPA wants them to make and need technical support 
to keep up with all the Federal mandates. Mr. Robert Moore of Madill, Oklahoma, 
will offer testimony on this. 

Finally, we have to make sure that Federal mandates don’t force communities to 
spend hundreds of millions of dollars for projects that may have little impact on 
water quality, while delaying other critical programs. The U.S. Conference of May- 
ors has spent a lot of time trying to work with EPA on this last issue. Despite EPA’s 
rhetoric on integrated planning and flexibility, communities are still being threat- 
ened with penalties even as they are trying to negotiate with EPA. 

I strongly believe that investment in infrastructure expands our economy. The 
U.S. Conference of Mayors reports that each public dollar invested in water infra- 
structure increases private long-term gross domestic product output by $6.35. To 
date, the Joint Teix Committee has not been persuaded by these numbers. The Joint 
Teix Committee assumes that these programs increase the use of tax exempt bonds, 
creating a loss to the Treasury that we need to offset. This is actually a barrier to 
increasing funding authority for the SRF loan programs and WIFIA. So the Water 
Environment Federation has conducted a new study to measure the increases in 
personal and corporate income teixes paid into the U.S. Treasury attributable to 
water infrastructure investment. 

This hearing is la3dng the foundation for legislation on water and wastewater in- 
frastructure, which I hope to be ready to move at the same time as we move our 
Water Resources Development Act legislation later this month. 
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OPENING STATEMENT OF HON. BARBAKA BOXER, 

U.S. SENATOR FROM THE STATE OF CALIFORNIA 

Senator Boxer. Thank you so much. 

I am very pleased that we are having this hearing, and I think 
it is important to look at this issue of mandates, where the parties 
do have some significant differences. 

To me, useless mandates are ridiculous. They make zero sense. 
But common sense mandates based on science are critical. For ex- 
ample, yesterday we had a hearing on nuclear power plants. We 
could say, let’s not spend any money worrying about the safety, but 
then we would have more problems, like we had at Three Mile Is- 
land or God forbid, Fukushima. Well, we are not going to have that 
because we have a law that says we are going to set standards and 
regulate these power plants. 

Now, Senator Inhofe and I may have a disagreement on how far 
that should go. That is fair. But the fact is we do something impor- 
tant for the American people, it is called protecting them, and that 
is critical. So as we discuss the Federal role in supporting our 
water infrastructure, safety should be prominent in our minds. 
Aging drinking water pipes and waste treatment systems are a na- 
tionwide problem, and the Society of Civil Engineers — and they are 
not Republicans or Democrats, they are everything — they give us 
a D, a D for our drinking water and wastewater infrastructure. It 
is unacceptable. 

Now, it doesn’t mean that throwing a ton of money at it is going 
to change it. We have to be very smart the way we do it, but we 
have to do it, and I believe it is a national problem. I don’t think 
it is fair that in one city in the country, you know, our kids are 
getting poisoned water, and we have that, examples of that all 
over, including in my State, because we have had some disposal of 
dangerous lead. We have it in Mississippi in a certain part; we 
have it in Flint, Michigan; we have it in Ohio. It is not fair that 
the child born there, just by circumstances of their birth, has less 
of a right to clean water. So the American people have a right. 

Now, these minimum standards also extend to, of course, our 
water infrastructure. I was so proud to join with my colleague. Sen- 
ator Inhofe, in a rare moment of comity on the environment where 
we said there is too much lead in faucets and those facilities that 
deliver our water, and we changed that lead requirement based on 
science. 

Now, millions of homes across America receive water from pipes 
that date to an era before scientists and public health officials un- 
derstood the harm caused by lead exposure. I am so happy to see 
Eric Olson, who used to be on my staff. Senator. I don’t know if 
you recall, but Eric is an expert in protecting kids from dangerous 
toxins, and we worked on these. And we know now, from the Amer- 
ican Water Works Association, that 7 percent of homes, this is a 
new study, 7 percent of homes, that is 15 million to 22 million 
Americans, have lead service lines. Now, it doesn’t mean that that 
lead is leaching, but some of it could be, and a lot of it could be 
in the future. 

As parents in Elint know, there is no safe level of lead in chil- 
dren. It affects their brains, their nervous systems in the fetuses. 
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The children poisoned in Flint will be dealing with these harmful 
consequences all their lives. So we have a long way to go. 

We also have cities across the U.S. with sewer systems that dis- 
charge raw, untreated sewage to waterways where our children 
swim. Despite enormous successes since the passage of the Clean 
Water Act, there is much more to do. So we know the tragedy in 
Flint was due in part to the decision to switch to the polluted and 
highly corrosive Flint River as a source of drinking water, but the 
Flint River is not alone. Just last month EPA released a report 
showing nearly half of U.S. waterways are in poor condition, and 
one in four have levels of bacteria that fail to meet human health 
standards. 

Now, I know some testifying today have expressed concerns 
about the affordability of meeting the standards for protecting their 
own people. I understand the concerns. I was a county supervisor. 
Like many of us, I started there, and I dealt with those mandates. 

But what we have to do is hear you. If you think something is 
totally useless and won’t have a benefit, tell us. But if it is going 
to have a benefit, we have to work together and make it easier for 
you to protect your people. You want to do that as much as any 
one of us. 

So we need increased investment. It is very, very clear. We 
should fund existing financing programs such as the State Revolv- 
ing Fund. And I think there is broad agreement on that one, at 
least there used to be. We should update these programs to target 
those investments where it is needed most, which you will help us 
with. When we invest in water infrastructure, we support jobs and 
the economy. The Clean Water Council estimates that $1 billion in- 
vested in water and wastewater infrastructure can create up to 
27,000 jobs, and jobs are important to all of us. 

Mr. Chairman, I will finish in 15 seconds. 

So I believe there is broad bipartisan support for the need for 
Federal investment in water infrastructure, and the next WRDA, 
which I am very excited about working with my colleagues on both 
sides, we have an opportunity to address our aging drinking water 
infrastructure and our wastewater infrastructure. The health and 
safety of our children and families depend on a modern infrastruc- 
ture that provides safe drinking water and assures clean rivers and 
streams. 

I certainly looking forward to our panel. 

And Mr. Chairman, can I put my full statement in the record? 

Senator Inhofe. Sure. Without objection. 

[The prepared statement of Senator Boxer was not received at 
time of print.] 

Senator Inhofe. Thank you. Senator Boxer. 

Now, what we are going to do, we normally don’t have this many 
people on a panel, so we are going to be trying to keep within the 
5-minute limit that we have. We will start with David Berger, who 
is the Mayor of the city of Lima, Ohio. 

Mr. Berger. 
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STATEMENT OF DAVID BERGER, MAYOR, LIMA, OHIO, 

ON BEHALF OF THE U.S. CONFERENCE OF MAYORS 

Mr. Berger. Well, good morning, Chairman Inhofe and Ranking 
Member Boxer and members of the committee. Thank you for the 
invitation to give mine and the Conference of Mayors’ perspective 
on the Nation’s water and wastewater issues. 

My name is David Berger, and I am in my 27th year as the 
Mayor of Lima, Ohio. I spent nearly 20 years in negotiations with 
Ohio EPA and U.S. EPA over long-term control plans and also par- 
ticipated in over 5 years of discussions with EPA concerning inte- 
grated planning, green infrastructure, and affordability. This, I be- 
lieve, makes me a reluctant expert in the field. 

Local government, not the Federal Government, is where the job 
of providing water and wastewater services gets done and is paid 
for. Local government has invested over $2 trillion in water and 
sewer infrastructure and services since the early 1970s, and $117 
billion in 2013 alone. 

At the Conference we have unanimously adopted policies dealing 
with this issue. One is a simple message to the Congress and the 
Administration: give us money or give us relief. The Mayors of this 
Nation would be happy to implement any rule or regulation you or 
EPA comes up with, but you have to provide at least half the re- 
sources. And I am talking real money, not authorization levels that 
never get funded. I am talking about grants, not loans that must 
be paid back. 

The cost for unfunded Federal mandates are ultimately paid for 
by our customers, our citizens, many of whom are residential 
households. And the cumulative costs of these mandates have now 
reached or exceeded thresholds of clear economic burden on low- 
and fixed-income households. Let me give you a few examples. 

In Lima, more than a third of my residents live under the pov- 
erty threshold. EPA demanded that I spend $150 million to fix 
combined sewer overflows for a community which has only 38,000 
residents. The projected average annual sewer bill will be over 
$870 a year. This means that 46 percent of Lima households will 
be spending more than 4 percent of their household incomes on just 
their sewer bills, with nearly 14 percent of my residents spending 
nearly 9 percent of their household income on their sewer bill. 

In the Conference of Mayors study of just 33 California cities, 24 
cities report that more than 10 percent of their households are now 
paying more than 4.5 percent of their income on water, sewer, and 
flood control costs, with 10 of those cities having more than 20 per- 
cent of their households spending 4.5 percent. 

Please keep in mind that many of these cities have not yet 
factored in the cost for TMDLs, which now are estimated to put 
just the cities in Los Angeles County up to $140 billion. One coun- 
ty — $140 billion. 

How did we get here? When the Clean Water Act and the Safe 
Drinking Water Act were first established. Congress set lofty aspi- 
rational goals. Congress put skin in the game and provided grants 
to local communities, and that investment fostered a reasonable at- 
titude about how to accomplish those goals together. 

That is not the case now. Congress retreated from the grant pro- 
gram primarily because of the high costs. But the implementation 
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of the water policies by successive administrations did not retreat 
with Congress’s retreat from funding. Quite the contrary, the ad- 
ministrations transformed the aspirational goals into unfunded 
mandates involving hundreds of billions of dollars of costs imposed 
on local communities. Let me give you some examples. 

In CSO consent decrees, cities are held by EPA policy to an arbi- 
trary number of no more than four overflows per year. However, 
there is no science substantiating the need for that. So in some 
cases cities are allowed 14, while in other cases zero overflows. En- 
gineering a system that could handle any type of storm event with 
zero overflows is almost impossible, needlessly expensive, and 
wasteful of local resources. 

In my own city, I have a river that is labeled as fishable and 
swimmable. That river dries up in the summer to only 4-inch-deep 
pools of stagnant water. I can safely say that no one is ever going 
to swim in that river. Yet, we are held to that standard of compli- 
ance. 

Bottom line, EPA is dictating our priorities and where our tax- 
payer money is spent. I do not want to give any impression that 
Mayors do not care about clean water. We do. We care passion- 
ately, and our actions and investments speak loudly. But we need 
Federal and State government to once again be our partners. We 
fundamentally believe that change must take place, and we are 
asking Congress to act on the following: codify integrated planning, 
define affordability, develop reasonable and sustainable goals, 
allow for additional time, and establish a review process to appeal 
decisions made at the regional level. 

I thank you for the opportunity to speak here today. 

[The prepared statement of Mr. Berger follows:] 
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Written Testimony of Mayor Dave Berger 
Senate Environment and Public Works Committee 


Introductions 

Good morning Chairman Inhofe, Ranking Member Boxer, and members of the Committee. I 
wish to thank you for this invitation to give mine and the Conference of Mayors' perspective on 
water and wastewater issues in the United States. 

i aiso want to thank this committee for its bipartisan work on trying to provide some relief to 
Flint, Michigan. The Conference of Mayors sent you a bipartisan letter, signed by over 170 
Mayors, asking Congress and the Administration to provide aid to the City of Flint. On behalf of 
myself and my fellow Mayors, I hope you can succeed in this important and critical endeavor. 

My name is David Berger and I am in my 27th year serving as the Mayor of Lima, Ohio. I also 
spent nearly 20 years in negotiations with Ohio EPA and USEPA over Long Term Control Plans to 
solve combined and sanitary sewer overflow problems. As Vice-Chair for Water and as a 
member of the Conference's Water Council, I have participated in over 5 years of discussions 
with EPA Headquarters on the issues of Integrated Planning, green infrastructure and 
affordability. So a significant portion of my professional and elected life over the past quarter 
century has been spent on this and related matters. I would guess this makes me a reluctant 
expert in this field. 

And my message to you is this - we are on a dangerously unsustainable path when it comes to 
providing water and wastewater services in an affordable manner. 

• Local governments are stuck on an unsustainable financial treadmill when it comes to 
providing water and wastewater services; decisions made by Congress and the 
Administration to eliminate or reduce financial assistance without restricting costly 
mandates has placed a severe financial burden on our nation's cities and our citizens. 

• The combination of federal water policy mandates that force aggressive, and in many 
cases unachievable, goals, coupled with the high cost of building, maintaining and 
operating the necessary infrastructure to provide core city services that comply with 
water laws is now beyond the means of half the populations of our cities. This is an 
artifact of federal policy that forces the lower half of the income strata to afford the 
same rates as the upper half of household incomes. 

• The net effect of mandates and infrastructure investment (both capital and operations) 
puts cities in increasingly higher long term debt with accompanying rate hikes that has 
the effect of raising basic service rates to levels that are unaffordable to a growing 
percent of the 80% of Americans served by these systems. 
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USCM Policy - Give Us Money or Give Us Relief 

Local government -- not the federal government -- is where the job of providing water and 
wastewater services gets done and is paid for. But here's the conundrum: Congress eliminated 
the CWA construction grants program in the late 1980s by stating that water and sewer are 
local concerns. The EPA, however, continued to issue an unending number of new and revised 
mandates for which cities were responsible. Illustrative of this attitude, in 2009 the then EPA 
Administrator told a meeting of mayors in Washington, DC that EPA staff advised that cities 
don't want to spend the money on improving water quality. But contrary to this it should be 
known that local government has invested over $2 trillion in water and sewer infrastructure 
and services since the early 1970s. In 2013 Bureau of Census data report local government 
spent $117 billion a year to provide services to 80% or more of American households. With this 
investment, local governments have substantially improved drinking water and water quality: 
reducing acute microbial infections by 90% or more; and, vastly increasing monitoring and 
treatment of metals and organic contaminants that are associated with long-term chronic 
diseases. 

But, public water infrastructure and services are ultimately paid for by customers, many of 
which are residential households. The cumulative costs of unfunded federal mandates on public 
water infrastructure and services that are paid by customers have reached or exceeded 
thresholds of clear economic burden on low and fixed income households. 

I put this question to the Chairman and Committee Members, all whom are elected and 
accountable like Mayors for how federal agencies interact with our local constituents -- how 
much of a community's resources should be dedicated to sustaining the health and 
environmental benefits we have achieved versus how much more should be directed by EPA to 
achieve national water goals if the federal government provides negligible financial assistance 
or regulatory flexibility? 

At the Conference of Mayors, we have unanimously passed a number of policies dealing with 
this issue. One is a simple message to the Congress and the Administration, "Give us money, or 
give us relief." The Mayors of this nation would be happy to implement any rule or regulation 
you or EPA comes up with but you have to provide at least half of the money. And I'm talking 
real money, not authorization levels that never get funded. And ideally, Tm also talking about 
grants and not loans that need to eventually be paid back and only add to our debt burden. 

For too long, local governments have had to deal with the heavy hand of EPA; and our 
residents, particularly our poorest residents, have been left to pay a disproportionate burden of 
the costs. 


Let me give you a few examples of what I mean. 
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Lima 

Lima is a proud community of modest financial means. We have shrunk from roughly 52,000 to 
38,000, as more affluent households have moved to the suburbs. Our annual median household 
income is $26,943 with nearly 1/3 living under the poverty threshold. 

The City had a $60 million agreement with Ohio to fix our combined sewer overflow problem. 
However, the federal ERA intervened, effectively halting any progress and contravening the 
control plan agreed to by the state regulators. I spent over 10 years and $10 million on 
engineers and lawyers which did nothing to improve water quality. ERA demanded that I spend 
$150 million and pay a civil penalty. Remember, my community only has 38,000 residents. In 
order to implement ERA'S Long Term Control Plan, the projected average sewer bill will be 
$871.62. This means that 47% of my households would be spending more than 4% of their 
household income on just their sewer bills with nearly 17% of my residents spending nearly 9% 
of their income. 

Despite being one of the first communities in this country to have an approved Integrated Plan 
as the basis of our consent decree, it still is a frustrating process that is costly, drawn out and 
requiring special interventions by Headquarters. In this regard, we have talked with other 
communities about their experiences, and we have found that they are dealing with similar 
challenges. ERA staff stipulates deadlines to turn around information and then does not 
respond in similar timely ways. While Headquarters prioritizes Integrated Planning, the 
Regional Offices actively resist proposals that incorporate flexibility, longer implementation 
timetables, and priority setting, and focus instead on high cost approaches, fixed deadlines, and 
penalties. While Headquarters acknowledges that cities and their citizens have financial 
constraints, the Regional Offices minimize the arguments about burdensome costs and 
unrealistic time tables. While Headquarters embraces the idea that cities have shared 
stewardship roles for improving the environment, the regional ERA offices along with DOJ staff 
sometimes use bullying tactics and threats of near term federal court actions. And without help 
and intervention from ERA headquarters. I'm not sure if we would have gotten an approved 
Integrated Plan from the Regional Office. 

The Lima experience is not unique. Cities around the nation are finding that little or no change 
has occurred in the regional offices in dealing with the challenges of the Clean Water Act. 

While we applaud the continuing engagement and good faith efforts of ERA headquarters, we 
must report that the message is not getting through to the regional offices. 

Other Communities 

Mayors have lost elections or faced recalls because they raised their water and sewer rates to 
pay for these mandates. This includes in Chicopee, Massachusetts where water and sewer 
rates were raised by 134%; Omaha, Nebraska which faced a $1.5 billion consent decree; Akron, 
Ohio whose costs went from a $350 million fix to a still not agreed upon figure of $1.4 billion; 
and Chattanooga, Tennessee which faced a costly consent decree while the surrounding 
communities did not share in the cost even though they contributed to the problem. 
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In California, cities must comply with Total Maximum Daily Loads (TMDLs) which are estimated 
to cost cities in the Los Angeles County alone upwards of $140 billion to comply. In USCM's 
study of current cost per household for water, sewer and flood control, of just 33 California 
cities that were studied, 24 cities reported that more than 10% of their households were paying 
more than 4.5% of their income on water, sewer and flood control costs with 10 of those cities 
having more than 20% of their households spending 4,5%, Please keep in mind that for many of 
these cities, they have not yet factored in the cost for TMDL controls. 

Reality vs. Affordability 

How did we get here? When the Clean Water and Safe Drinking Water Acts (CWA/SDWA) were 
first established, Congress set lofty, aspirational goals. A practical intergovernmental 
partnership with local, state, and federal governments was established, each playing a 
significant role. Congress provided CWA construction grants to local government, and that 
investment, that skin in the game on the part of the federal government, created a reasonable 
attitude about how we could accomplish those goals together. 

That is not the case now. Congress retreated from the grants program primarily because of the 
anticipated high cost to the Treasury; but the implementation of the water policies by 
successive Administrations did not move in concert with Congress' decline in financial 
assistance. Quite the contrary, the Administration advanced then-goals to compliance status as 
permit requirements in the CWA, and drinking water standards under the SDWA. Now, local 
governments with state water permits are being punished by being held accountable to pay for 
reducing pollution from other non-urban sources, or for design limitations that make 
controlling natural forces (stormwaters) difficult to manage. 

Let me give you a few examples - 

• In a typical CSO consent decree, cities are held to an arbitrary number of no more than 4 
overflows per year. However, there is no science that substantiates that as a magic 
number for all receiving water bodies. So, in some cases, cities are allowed 14 while in 
another case, 0 overflows. I'm sorry, but to try to engineer anything that could handle 
any and all types of storm with zero overflows is almost impossible and needlessly 
expensive. Attached is a sample list of communities and the number of overflows that 
are allowed. (1) 

• In Iowa, fertilizer runoff from farms upstream has caused nitrate levels to exceed EPA's 
Drinking Water standards for the City of Des Moines. The city was forced to build a 
special facility 20 years ago to extract the pollutant. In 2013, the city spent $900,000 Just 
on nitrate removal and Des Moines' customers are facing a 10% rate hike. This facility 
will need to be replaced at a cost over $100 million. 

• In my own city, I have a river that is labeled as "fishable and swimmable". That 
particular river dries up in the summertime with water pooling and stagnating in only 4 
inch depths, I can safely say that no one is ever going to swim in it and yet, I'm held to 
that standard of compliance. 
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As a result, EPA is dictating our priorities and where our taxpayer money is being spent. 

And, in many Mayors' opinions, they are diverting money that could be spent on not only 

ourfundamental responsibilities of providing safe drinking water and proper handling of 

wastewater, but other core services as well such as education, safety services, and 

economic development. 

Solutions 

I do not want to give you the impression that Mayors do not care about clean water. We do. 
We care passionately about it and our actions and investments speak loudly. Local 
governments are the primary water quality steward of the nation, investing $117 billion a year, 
employing nearly 300,000 people to provide the services; and, in the 30 years since Congress 
retreated from providing meaningful financial assistance we are the only level of government 
that actually provides water and sanitation services. It is no little irony that in dealing with EPA 
mandates we are offered loans to pay back with interest and promises from Congressional 
authorizers that fail to produce appropriations! 

If federal policy continues to isolate local government as the remaining, and single-most, 
important player in this field, and our households and businesses are to shoulder the cost 
burden by themselves, then local government should have a greater voice in setting and 
achieving goals. 

• The Mayors believe that future investments should be prioritized to first ensure the 
sustainability of existing public water infrastructure and associated public health, 
economic and environmental benefits. 

• Additional improvements that will achieve additional benefits should be prioritized 
second. 

• Investments that do not have commensurate public health, economic and 
environmental benefits do not belong on the priority list. 

As I mentioned in the beginning, we need the federal and state government to be our partners, 
not our prosecutors. We either need real money or we need regulatory relief. And when we 
talk about regulatory relief, we are not talking about "turning the Clean Water or Safe Drinking 
Water acts on their ear" but we must ask for the following: 

• Codify Integrated Planning to allow cities to develop comprehensive plans for their 
water, sewer, and stormwater needs; 

• Define Affordability and stop the use of Median Household Income (MHI) as the critical 
metric for determining investment level. It puts 50% of households on an unfair and 
burdensome financial impact; 

• Develop Reasonable and Sustainable Goals. Whether that means relooking at use 
attainability or allowing variances until a goal can be reasonably reached; 

• Allow for Substantial Additional Time to reach these goals. I know we all want all of our 
lakes and streams to be perfect overnight but we can't get there if that means 
bankrupting our most vulnerable citizens; 
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• Eliminate civil penalties for local governments who develop an integrated plan and put 
good faith efforts into improving their water. We are not x-Chemicai company where 
penalties impact our profit margin - Civil penalties only hurt the citizens, the customers 
of our communities; and 

• Establish a review process to appeal decisions made at the regional level and allow for 
more transparency. 


Conclusion 

Cities are stewards of the public trust, a responsibility that we share with the state and federal 
governments and should be accorded the respect of a shared stewardship of our environment. 

We need Congress to provide relief. We need Congress to provide oversight and to remember 
that EPA has its authority because of the way the Clean Water Act was written and enacted by 
the Congress. We need Congress to act. 

Thank you again for this opportunity to address you. 


(1) List of Local Governments with consent decrees, administrative orders, or in process. The 
number of annual overflows specified in long term control plans. 


Akron OH-0 

Elkhart IN -9 

Fitchburg MA-0 

Henderson KY - 85% capture 

Indianapolis IN -4/2 

Lima OH -5 

Nashua NH - 0 

Newport RI-0 

Omaha NE -4 

Philadelphia PA -80% capture 

St. Louis MO - 4 for non Miss. River; no 

volume reduction) 

Terre Haute IN - 7 


Anderson IN -8 
Evansville IN -4 
Ft. Wayne IN -4 

Hammond Sanitary District IN - 0 

Kansas City MO - 12 

Mishawaka IN-0 

New Bedford MA- 0 

Northeast Ohio Regional Sewer District 

Oswego NY - 0 

South Bend IN -4 

restriction on Miss. River discharges (target 


OH-4 

10% 
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{Below are excerpts from Mayor Berger's testimony from July 25, 2012 before the House 
Transportation and Infrastructure Committee's Water and Environment Subcommittee 
describing the Conference's legislative proposal.} 

The Water Quality Improvement Act 

The Conference of Mayors developed the Water Quality Improvement Act for which we are 
seeking Congressional support and sponsors. This draft legislation builds on and reflects 
experience with EPA's Integrated Planning Framework and addresses the need for a federal- 
state-local government partnership to ensure affordability and flexibility. The principles 
embodied in the legislation were unanimously adopted by The U.S. Conference of Mayors at 
our 81st Annual Meeting (see attached). 

Restoring Federal-Local Government Partnership 

In the past, the federal government funded about 75% of the infrastructure that brought most 
cities into compliance with secondary treatment standards. This federal cost share made the 
federal government a partner in upgrading treatment plants and improving water quality. And, 
because the federal government was spending its own money as well as city money, the federal 
government paid close attention to ensuring that improvements were cost effective. 

Currently, the federal government provides about $2.35 billion a year in capitalization grants 
for both the drinking water state funds and the wastewater state funds. These funds give loans 
to cities which are paid back by the revenue raised from ratepayers and thus add to the costs 
borne by the ratepayers. This funding is a very small fraction of the over $117 billion that cities 
spend each year on water and wastewater. 

Originally, our draft legislation included a proposed authorization of $3 billion in grants per year 
for 5 years for sewer overflow control, treatment plant upgrades, stormwater controls, and to 
retire related debt and thus provide real relief to local communities and families. However, 
while we have made the case for decades that additional investments are needed. Congress has 
not made a grant available to us for the past 30 years. We have been more than patient 
waiting for money that never gets appropriated. Therefore, we are now asking instead for 
regulatory flexibility and relief. 

Currently EPA seeks penalties from cities even when they step up and agree to invest hundreds 
of millions in environmental protection. Cities are treated like criminals instead of partners. 

The draft legislation would bar EPA from extracting monetary penalties from cities for past 
violations if they agree to take action to address CWA mandates. This is a problem that is 
caused by a policy, not the law. If EPA changes its policy, then we can drop this provision from 
the draft legislation. 

Ensuring Affordability 

To make sure that projects are affordable, the legislation requires EPA to determine that water 
quality standards are attainable and that control measures are economically achievable and 
sustainable. To achieve these objectives, EPA can provide local governments with more time to 
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implement projects. If that is not sufficient, EPA can work with states to change water quality 
requirements so that meeting those requirements will not impose a "substantial and 
widespread economic and social impact" on communities. 

"Substantial and widespread economic and social impact" is the current standard in EPA's 
regulations for a "use attainability analysis" that Justifies a change in water quality standards. 
So, this is a tool that is available under current law to help make wastewater infrastructure 
improvements more affordable for communities. However, EPA does little to support those 
analyses and, in fact, discourages Sates from using this tool. In addition, EPA regulations do not 
define what is considered "substantial" or "widespread." 

Under the draft legislation, water quality standards or wastewater control measures are 
unaffordable if meeting them would impose costs of more than 2% of actual household income 
on more than 20% of the households in the service area. Thus, "substantial" is defined as 2% of 
household income, and "widespread" is defined as 20% of the community. 

This is similar to the approach that Congress adopted with your changes to title VI of the Clean 
Water Act, adopted as title V of WRRDA, These changes include language that identifies which 
communities would face a significant hardship meeting Clean Water Act mandates and 
therefore are eligible for grant assistance. This language endorses the use of the definition of 
"economically distressed" under the Public Works and Economic Development Act. Under that 
Act, a community is economically distressed when the community or on area within a larger 
political boundary has per capita income at 80% or less than national average, or 
unemployment 1% or more greater than national average, or actual or threatened severe 
unemployment or economic adjustment. The draft legislation similarly evaluates affordability 
based on differential impacts on low income households within a larger political boundary. 

In addition, under the Public Works and Economic Development Act, the information on 
affordability that is provided by the community must be accepted by the Agency unless the 
Secretary determines it is inaccurate. The draft legislation does not include such a provision, 
but it would be welcome. Too often, EPA redoes a city's financial analysis using assumptions 
intended to make it look as if a city can spend more than is truly affordable. 

Ensuring Flexibility 

The draft legislation also includes additional areas of flexibility. For example, it would allow 
cities to meet water quality standards over time (longer than a permit term) or using adaptive 
management approaches, if a city is meeting multiple mandates with an integrated plan. It 
would also allow cities to implement sewer control measures under their permits, rather than a 
consent decree or administrative order. 

The legislation also would allow 10 year permits. It would allow EPA or a state to issue a permit 
for unavoidable sanitary sewer overflows. Finally, it would allow blending and peak flow 
treatment facilities as long as water quality standards are met. This last provision codifies an 
8th Circuit opinion that EPA is refusing to apply nationwide. 
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In summary, we are looking for legislation that can benefit all cities and that does not leave 
relief for local governments subject to the discretion of the EPA. EPA discretion is what we 
have right now - and we are not seeing EPA use its discretion in ways that recognize that 
environmental improvements must be affordable. 



18 


DRAFT 


[DISCUSSION DRAFT] 


SECTION 1. SHORT TITLE. 

This Act may be cited as the “Water Quality Improvement Act of 2016”. 

SEC. 2. INTEGRATED PLANNING PROCESS. 

Section 402 of the Federal Water Pollution Control Act (33 U.S.C. 1 342) is amended by 
adding at the end the following; 

“(s) Integrated Planning Permits. — 

(1) Integrated Planning Process. — In this subsection, “integrated planning” means a 
systematic planning and decisionmaking process through which the feasibility and 
affordability of alternative actions are evaluated to address regulatory requirements, 
coordinate competing and sometimes conflicting actions and regulatory requirements, 
prioritize those actions and regulatory requirements that will provide the greatest 
environmental and public health benefits for the resources expended, and evaluate 
progress and the need for further actions to meet attainable water quality requirements 
through adaptive management processes. 

(2) Issuance of an Integrated Planning Permit. — 

(A) In General. — Upon the request of an applicant, the Administrator (or a State, in the 
case of a permit program approved under subsection (b)) shall issue a permit for 
municipal discharges that incorporates the results of an integrated planning process. 

(B) Integration of Actions to Address Regulatory Requirements.— A permit issued under 
this subsection shall integrate actions to be taken to address at least two, or at the request 
of the applicant, more, regulatory requirements under this Act to which the applicant is 
subject. 

(C) Scope of Regulatory Requirements that May Be Addressed. — A permit issued under 
this subsection may address pollution control requirements for — 

(i) combined sewer overflows; 

(ii) sanitary sewer overflows; 

(iii) municipal stonnwater discharges; 

(iv) municipal wastewater discharges; and 
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(v) allocations in a total maximum daily load. 

(3) Conditions in an Integrated Planning Permit. — In an integrated planning permit 
issued under this subsection — 

(A) effluent limitations and other control measures necessary to meet applicable water 
quality requirements established pursuant to this Act shall — 

(i) be based on attainable water quality standards; and 

(ii) be economically achievable and sustainable. 

(B) permit requirements may be made subject to a schedule of compliance, under which 
actions taken to meet those requirements may be implemented over more than one permit 
term. 

(i) Reasonable Progress Necessary, — A schedule of compliance must provide for 
reasonable progress to be made towards meeting the permit requirements subject to 
such schedule. 

(C) the permit term may, at the discretion of the Administrator (or a State, in the case of a 
permit program approved under subsection (b)), be longer than five years, but not more 
than ten years. 

(4) Attainable Water Quality Requirements. — Attainable water quality requirements 
under paragraph (3) are requirements that the Administrator (or a State, in the case of a 
permit program approved under subsection (b)) has reviewed and found to be technically 
achievable and economically affordable. 

(A) Determination of Technical Achievability. — A determination of technical 
achievability shall consider — 

(i) naturally occurring pollutant concentrations; 

(ii) natural, ephemeral, intermittent or low flow conditions or water levels; 

(iii) human caused conditions or sources of pollution that cannot be remedied or 
would cause more environmental damage to correct than to leave in place; 

(iv) dams, diversions, or other types of hydrologic modifications where it is not 
feasible to restore the water body to its original condition or to operate such 
modification in a way that would result in the attainment of water quality standards; 
and 
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(v) physical conditions related to the natural features of the water body, such as the 
lack of a proper substrate, cover, flow, depth, pools, riffles, and the like, unrelated to 
water quality, that may preclude attainment of water quality standards. 

(B) Determination of Economic Affordability. — 

(i) In General. — A determination of economic affordability shall consider whether 
meeting applicable water quality standards would result in substantial and widespread 
economic and social impact in the service area of the applicant. 

(ii) Basis of Determination. — A determination of economic affordability shall be 
based on income and unemployment data, population trends, and other information 
determined relevant by the Administrator (or a State, in the case of a permit program 
approved under subsection (b)), including whether the applicant is located in an 
economically distressed area, as described in section 301 of the Public Works and 
Development Act of 1965 (42 U.S.C. 3161). 

(iii) Substantial Impact. — The economic and social impact on a person in the service 
area of the applicant is substantial if the cumulative costs paid by such person to any 
entity for provision of water and wastewater-related services exceeds, or is projected 
to exceed, 2 percent of the person’s annual household income. 

(iv) Cumulative Costs. — Cumulative costs to be considered under clause (iii) shall 
include the cost paid by a person that will provide funding for the applicant’s cost 
of — 


(I) compliance with Federal and State regulatory requirements; 

(II) operation and maintenance of water and wastewater systems; 

(III) asset management; and 

(IV) servicing any debt incurred or to be incurred to finance the other costs 
referred to in this clause. 

(v) Widespread Impact. — An economic and social impact is widespread if 20 percent 
or more of persons in the service area of the applicant face the substantial impact 
described in clause (iii). 

(C) Determining Impacts. — In determining whether the economic and social impacts of 
existing and potential future costs, including debt service, on persons living within the 
service area of the applicant are substantial and widespread, the Administrator (or a State, 
in the case of a permit program approved under subsection (b)) also shall consider: 

(i) impacts on low income households in the service area and the ability of such 
households to pay basic shelter costs; 


3 



21 


DRAFT 


(ii) whether there is a failing local industry or, if a local industry might fail if higher 
taxes or fees are imposed on it; 

(iii) the population trends in the service area of the applicant; 

(iv) the applicant’s capital improvement plan and whether the applicant would, in 
order to finance improvements to comply with existing water quality standards, have 
to divert resources that would otherwise be used for investment in essential capital 
projects that provide core public services to the community; 

(v) the ability of the applicant to incur more debt, including its ability to issue and 
find a market for additional municipal bonds; 

(vi) whether the debt incurred to implement effluent limitations and other control 
measures has or will result in a lowering of the applicant’s bond rating; 

(vii) whether the applicant has limited legal authority to pass increased costs through 
to ratepayers and increased costs of water quality programs must be paid from its 
general fund; and 

(viii) any other financial factor brought to the attention of the Administrator (or a 
State, in the case of a permit program approved under subsection (b)) by the 
applicant. 

(D) Additional Requirements. — 

(i) A determination of economic affordability shall not — 

(I) be based on median household income; and 

(II) establish a minimum level of expenditure by a municipality. 

(ii) A determination of economic affordability shall be based on the legally adopted 
rate structure in effect at the time that the determination of economic affordability is 
made. 

(5) Economically Achievable Control Measures. — Effluent limitations and other control 
measures under paragraph (3) are economically achievable if — 

(A) the effluent limitations and other control measures will not result in substantial and 
widespread social and economic impact in the service area of the applicant, as determined 
under paragraph (3)(B); or 

(B) in any case in which an applicant is a municipality or other subdivision of a State 
organized for the purpose of providing services to the public, the annual cost to 
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implement such effluent limitations and other control measures, including debt service on 
bonds issued to fund such implementation, will not exceed 50 percent of the annual 
operating budget of the entity that provides water-related services, unless — 

(i) the Administrator provides the applicant with a grant covering at least 75 percent 
of the total capital cost of the control measures; or 

(ii) the permit allows at least 40 years for the implementation of effluent limitations 
and other control measures, and, if requested by the applicant, the permit relies on 
sustainable control measures involving green infrastructure. 

(6) Sustainable Control Measures and Green Infrastructure. — 

(A) Sustainable Control Measures. — Effluent limitations and other control measures 
under paragraph (3) are sustainable if they have fewer adverse environmental impacts 
associated with implementation of the measures, in either the short term or over the life 
of such controls, than alternative control measures to meet the same requirements. 

(B) Green infrastructure Presumed Sustainable. — The Administrator (or a State, in the 
case of a permit program approved under subsection (b)) shall — 

(i) presume that green infrastructure control measures are sustainable; 

(ii) allow an applicant maximum flexibility to implement green infrastructure control 
measures; and 

(iii) take into account the non-water quality benefits of green infrastructure control 
measures in addition to the expected levels of pollutant reduction. 

(C) Green Infrastructure Defined. — In this paragraph, the term “green infrastructure” 
means the range of stormwater control measures that use plant or soil systems, permeable 
pavement or other permeable surfaces or substrates, stormwater harvest and reuse, or 
native landscaping to store, infiltrate, or evapotranspirate stormwater and reduce flows to 
sewer systems or to surface waters. 

(7) Sehedules of Compliance for Making Reasonable Progress. — The Administrator (or a 
State, in the case of a permit program approved under subsection (b)) shall determine 
whether an applicant can make reasonable progress towards meeting attainable water 
quality requirements by implementing economically affordable and sustainable effluent 
limitations and other control measures under paragraph (3) based on — 

(A) the availability and effectiveness of control measures; 

(B) the cost of controls and the impact of such costs on ratepayers; and 

(C) all environmental impacts of the control measures. 
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(8) Permit Renewal. — 

(A) If Requirements Are Not Being Met. — If attainable water quality requirements are 
not being met, a permit described in paragraph (2), may be renewed — 

(i) to continue implementation of affordable and sustainable effluent limitations and 
other control measures identified in the permit that are expected to result in the 
attainment of water quality requirements in the future; 

(ii) to replace the effluent limitations and other control measures identified in the 
permit with alternative affordable and sustainable measures designed to meet 
attainable water quality requirements based on information developed by the 
discharger; or 

(iii) to require the implementation of additional affordable and sustainable effluent 
limitations and other control measures, if measures identified in the permit are fully 
implemented but water quality requirements are not yet met. 

(B) If Requirements Are Being Met. — If attainable water quality requirements are being 
met, no additional controls on the discharge shall be required under this section to meet 
water quality standards applicable at the time of permit renewal. 

(C) If Control Measures Are No Longer Affordable and Sustainable. — If the effluent 
limitations and other control measures identified in the permit are no longer affordable 
and sustainable, the permit may be modified to replace the controls identified in the 
permit with alternative affordable and sustainable controls. 

(9) Adaptive Management for the Attainment of Water Quality Standards. — 

(A) In General. — At the time of renewal of a permit described in paragraph (2), the 
Administrator (or a State, in the case of a permit program approved under subsection (b)) 
shall review the requirements included in the existing permit to determine whether the 
requirements should be continued or modified. 

(B) Review Considerations. — The permit review shall assess whether — 

(i) attainable water quality requirements are being met or are expected to be met 
through the controls implemented during the permit term; and 

(ii) the control measures continue to be affordable and sustainable. 

(C) Continuation of Permit Requirements in Renewed Permit. — The permit requirements 
in the existing permit (including any schedule of compliance issued pursuant to paragraph 
(3)(B)), shall be incorporated into the renewed permit, unless the Administrator (or a 
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State, in the case of a permit program approved under subsection (b)) determines that a 
requirement should be modified or removed. 

(10) Prioritization and Sequencing of Control Measures. — 

(A) Prioritization. — A permit issued under in this subsection shall allow a permittee to 
identify priority control measures that will achieve cost-effective water quality benefits 
and implement and assess the effectiveness of such control measures before requiring 
implementation of other regulatory control measures. 

(B) Controls Identified in the Permit. — If a permit provides for prioritization and 
sequencing of control measures, any sequenced regulatory obligations that will be 
addressed subsequent to the term of the current permit shall be identified in the permit 
fact sheet and any applicable schedule of compliance but will not be binding 
requirements of the current permit. 

(1 1) Transparency of Decisionmaking. — 

(A) Permit Decisions. — Prior to issuing a permit or denying a request from an applicant 
for a permit under this subsection, the Administrator (or a State, in the case of a permit 
program approved under subsection (b)) shall — 

(i) prepare a report explaining the rationale for its proposed decision; and 

(ii) make the report publicly available for review and comment by the applicant and 
other interested parties, 

(B) Administrator Review of State Permitting Decisions. — When the Administrator 
provides his or her views to an authorized State concerning a proposed permit that is to 
be issued by the authorized State under this subsection, the Administrator shall make 
those views available in a written document that is publicly available for review and 
comment by the applicant and other interested parties. 


“(t) Unavoidable Discharges. — 

(1) In General. — A discharge from a sanitary sewer system may be authorized in a 
permit issued under this section (including a permit issued under subsection (s)), if such 
discharge is unavoidable. 

(2) Unavoidable, — ^A discharge from a sanitary sewer system is unavoidable if it is — 

(A) necessary to prevent loss of life, personal injury, or severe property damage; or 

(B) a discharge that is a temporary, exceptional incident that could not be prevented by 
proper operation and maintenance of the system, such as exceptional acts of nature, wet 
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weather conditions beyond the capacity of the system, and unforeseen sudden structural, 
mechanical, or electrical failure that is beyond the control of the operator. 

(3) Controls on Unavoidable Discharges to Protect Water Quality. — The Administrator 
(or a State, in the case of a permit program approved under subsection (b)) may require 
control measures to prevent the violation of water quality standards from unavoidable 
discharges from sanitary sewers.” 


SEC. 3. MUNICIPAL STORMWATER CONTROLS. 

Section 402(p)(3)(B)(iii) of the Federal Water Pollution Control Act (33 U.S.C. 1342) is 
amended to read as follows: 

“(iii) shall require technically achievable and economically affordable controls to reduce 
the discharge of pollutants to the maximum extent practicable, including management 
practices; control techniques; system, design and engineering methods; and other 
achievable and affordable controls on such discharges.” 


SEC 4. ENFORCEMENT. 

(a) Inapplicability of Administrative and Civil Penalties. — Section 309 of the Federal 
Water Pollution Control Act (33 U.S.C. 1319) is amended — 

(1) In subsection (d) — 

(A) by striking “Any person” and inserting “(1 ) In General — Any person”; and 

(B) by inserting at the end the following: 

“(2) Compliance Plans. — ^Notwithstanding paragraph (1), no municipality shall be subject 
to a civil penalty for past violations of the sections of the Act referred to in paragraph (1) 
in any case in which the municipality adopts and is implementing a plan to come into 
compliance with such sections, pursuant to a permit under section 402, an administrative 
order under subsection (a), or a civil action under subsection (b).” 

(b) In subsection (g) by adding at the end the following: 

“(12) Compliance Plans, — Notwithstanding paragraph (1), no municipality shall be 
subject to an administrative penalty for past violations of the sections of the Act referred 
to in paragraph (1) in any case in which the municipality adopts and is implementing a 
plan to come into compliance with such sections, pursuant to a permit under section 402, 
an administrative order under subsection (a), or a civil action under subsection (b).” 
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(c) Implementation of Integrated Plans through Administrative Orders or Consent 
Decrees, — Section 309 of the Federal Water Pollution Control Act (33 U.S.C. 1319) is 
amended by adding at the end the following: 

“(h) Implementation of Integrated Plans. — 

(1) The Administrator shall have no authority to issue an order under subsection (a) or to 
commence a civil action under subsection (b) against a permittee for municipal 
discharges unless the Administrator has provided the permittee with the opportunity to 
come into compliance with this Act through an integrated plan that meets the 
requirements of a permit issued under subsection (s) of section 402, 

(2) At the request of any permittee for municipal discharges that is implementing one or 
more requirements of this Act under an administrative order or settlement agreement, the 
Administrator shall modify such administrative order or shall seek the leave of a court 
with continuing jurisdiction to modify such settlement agreement to allow the permittee 
to come into compliance with this Act through an integrated plan that meets the 
requirements of a permit issued under subsection (s) of section 402. 

(3) At the request of any permittee for municipal discharges that is implementing an 
administrative order or settlement agreement that met the requirements of a permit issued 
under subsection (s) of section 402 when issued, but no longer meets such requirements, 
the Administrator shall modify such administrative order or shall seek the leave of a court 
with continuing jurisdiction to modify such settlement agreement to bring the agreement 
or order back into compliance with such requirements.” 

(d) Public Information on Integrated Plans. — The Administrator shall compile a 
compendium of all proposed and final integrated plans developed under subsection (s) of 
section 402, administrative orders, settlement agreements, or other authority. The 
compendium shall be made publicly available on the Administrator’s Web site and shall 
be periodically updated. 


SECS. DEFINITIONS 

Section 502 of the Federal Water Pollution Control Act (33 U.S.C. 1362) is amended by 
adding at the end the following: 

“(25) BYPASS. — The term “bypass” means an intentional diversion of a waste stream 
from any portion of a treatment system. Treatment of a waste stream in accordance with 
the design of the treatment system shall not constitute a “bypass” if the treatment system 
was approved or permitted by the Administrator (or a State, in the case of a permit 
program approved under section 402(b)), or if the discharge achieves applicable 
technology and water quality based effluent limitations at the point of discharge. 
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DRAFT 


(26) MUNICIPAL DISCHARGE. — The term “municipal discharge” means a discharge 
from a treatment works as defined in section 212(2) or a discharge from a municipal 
storm sewer under section 402(p). This term includes a discharge of wastewater or 
storm water collected from multiple municipalities if such discharge is covered by the 
same permit issued under section 402.” 
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4/4/2016 


81st Annual Meeting Adopted Resolutions 



RESOLUTION TO REINSTATE A FEDERAL, STATE ANO LOCAL GOVERNMENT PARTNERSHIP FOR ACHIEVABLE 
AND AFFORDABLE WATER QUALITY IMPROVEMENTS 

WHEREAS, the capital costs that cities bear to address combined sewer overflows (CSOs), sanitary sewer overflows (SSOs), treatment plant 
upgrades, and stormwater controls are unfunded federal mandates and are among the most costly burdens faced by local governments; and 

WHEREAS, upton the passage of the Clean Water Act, Congress authorized and funded over $60 billion in grants that created partnerships 
between municipalities, states and the federal government to share the costs of upgrading publidy owned treatment works around the 
country to meet the Clean Water Act mandates relating to secondary treatment; and 

WHEREAS, in 1987, Congress determined that large cap^al grants for municipal wastewater treatment were no longer necessary, and 
phased out grants to local governments in lieu of a loan program to be managed by the states; and 

WHEREAS, since then many unanticipated and extremely costly new Clean Water Act and Safe Drinking Water Act mandates have been 
imposed on local governments and indeed more are to be imposed on local governments in coming months and years, but federal grant 
money is no longer provided to help meet these mandates; and 

WHEREAS, today municipalities expend billions of dollars every year ($111.4 Ixllion in 2010) to provide essential water services and meet 
state and federal water and wastewater mandates, an annual amount that is nearly double the total of all the grants that the federal 
government provided over nearly 20 years; and 

WHEREAS, the many mandates imposed try the Clean Water Act and the Safe Drinking Water Act have created cumulative financial burdens 
that cannot be borne by municipalities, their low and moderate income families, and their business enterprises, forcing municipalities to 
forego investment in competing municipal priorities; and 

WHEREAS, in explicit recognition of the burden of these costs USEPA has reantly developed a policy allowing local governments to create 
Integrated Plans through which a local goverr>ment can coordinate competing and sometimes conflicting actions, prioritize actions that will 
provide the greatest environmental benefits for the funds expended, and evaluate progress and the need for further actions to meet water 
quality standards through adaptive management processes; and 

WHEREAS, because USEPA currently Interprets the Oean Water Act to require immediate compliance with any pre-1977 water quality 
standards, it relies on aggressive enforcement tools such as consent decrees and orders as Its principal method of interacting with 
municipalities, resulting in overly costly and overiy prescriptive mandates that often yield negligible public beneftts, and predudlng 
opportunities for flexibility by preempting the use of permits and adaptive management processes to comply with Clean Water Act obligations, 
and 

WHEREAS, In tandem with these decrees and orders, USEPA and DOJ have adopted policies on penalties and fines that treat local 
governments as polluters, rather than as partners and stewards ir^ Improving our environment, 

NOW THEREFORE, BE IT RESOLVED, that The U.S. Conference of Mayors urges the United States Congress to determine that large capital 
grants to dtles are necessary to meet mandates imposed urtder the Oean Water Act; to re’establish a joint environmental stewardship with 
cities; and, to assure that the costs of sustaining the infrastructure and operations of water and wastewater systems of cities do not unjustly 
burden low and moderate income households nor create burdensome costs for business enterprises; and 

BE IT FURTHER RESOLVED, that The U.S. Conference of Mayors urges the United States Congress to authorize and appropriate sufficient 
funding for capital grants to cities facing mandates levied by the Oean Water Act, that these grants be prioritized for financially distressed 
dtles and be for no less than 75 per cent of the costs of projects to be undertaken by cities, and chat these grants may be used to retire debt 
to which cities have obligated themselves to comply with Oean Water Act, if those debts have imposed costs on customers that are beyond 
the affordability limits discussed below; and 

BE IT FURTHER RESOLVED that The U.S. Conference of Mayors urges the United States Congress to enact amendments to the Clean 
Water Act to address concerns related to unfunded federal mandates, such as the following: 

a) Without regard to the actual availability of federal grants or loans for addressing Oean Water Act and Safe Drinking water Act mandates. 
Increased flexibility must be allowed to municipalities seeking to comply with the mandates and that this be achieved through permits based 
upon integrated plans developed by municipalities to t«ioritlze aaions providing the greatest environmental benefits for the funds expended, 
and to allow municipatities to evaluate their progress and any need for further actions to meet water quality standards through adaptive 
management processes; and 

b) Remove regulatory barriers to the use of adaptive management and permits to implement integrated plans by specifically determining that 
a municipality implementing an integrated p^an will be in compliance with its permit as long as it is making reasonable progress towards 
achieving Clean Water Act goals; and 

c) Authorize USEPA discretion to determine what constitutes "reasonable progress”, but do so within certain limits. Specifically, Congress 
should direct that a municipality will not be out of compliance with its permit ter falling to make reasonable progress if: 

* the applicable water quality standard is not achievable based on a use attainability analysis in accordance with current EPA 
regulations (where substantial impart is defined as 2% of a household income and a widespread impart is defined at 20% of the 
service area); and 

* the control measures are not economically affordable because they would result in rates that exceed 2% of the household income of 
at least 20% of Che families in a service area; and 


http://usmayors,org/resoliJtions/81st_conferenC€!/envircCTment08-a5p 
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* or the control measures are not economicaKy affbrdaWe because the annual irnplementation costs, including debt service, will exceed 
half the annual operating budget of the municipal utitity and the municipality does not receive a grant covering at least 75% of the 
costs or the permit does not allow at least 40 years for implementation of controls. 

d) Provide the same flexibility for integrated dans irnd^mented through consent decrees or administrative orders. 

e) Authorize permits for unavoidable sanitary sewer discharges so that contrds on sudi discharges may be included in an Integrated permit 
(rather than a consent decree). 

f) Allow regulators to issue permits with 10-year terms. 

g) Require USEPA to issue or work with States and their Regions to issue at least one integrated permit in each of the 10 EPA Regions within 
one year and to report to Congress on the imdementation of integrated permits within two years. 

h) Prohibit USEPA from imposing civil or administrative penalties on a municipality for past violations if the municipality agrees to implement 
a plan to come into compliance with Clean Water Act obligations. 

i) Define the term "by-pass" to clarify that a system that is designed and permitted to treat excess flows in peak flow treatment systems is 
not considered a by-pass to address the concern that some EPA reckons are now daiming that permitted peak flow treatment systems are 
somehow an illegal by-pass of a treatment system. 

}) Amend title 6 of the Clean Water Act to authorize repayment of SRF loans over 30 years instead of 20 years to make the annual costs of 
financing those loans more affordable for munidpalities. 

k) Require USEPA to update its affordability guidance to provide a more realistic and complete review of the ail the financial burdens orr 
municipalities and their ratepayers. Including burden imposed by other federal taws and to justify flexible approaches to meeting all federal 
and state water-related mandates. 

RESOLUTION ADOPTED JUNE 2013 
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MAYOR’S BRIEFING 


Cities in this study 
exhibit already high 
levels of cost per 
household for 
public water services. 
Measured by actual 
household income 
rather than MHI, 
this study 
underscores the 
fact that many of 
the communities 
are experiencing 
both widespread 
and substantial (and 
sustained over time) 
financial impacts in 
below median 
income households. 


The demand for public water infrastructure investments persists even though local govern- 
ment continues to substantially increase investments nearly every year for the last five de- 
cades. Cities are facing dual responsibilities to reinvest in an aging infrastructure to sustain 
services and public health, and to comply with long term obligations under water mandates. 
Sometimes these needs compete for scarce resources in a city. 

Cities have expressed concern over costly consent agreements regarding sewer overflows 
and long term control plans, and nutrients impacting water quality that are regulated as total 
maximum daily loadings (TMDLs) into receiving water bodies. The United States Confer- 
ence of Mayors (USCM) and its Mayors Water Council (MWC) has urged EPA to exercise 
greater flexibility when imposing compliance mandates to lessen the financial burdens on 
customers; and also because sewer overflow and TMDL consent agreements are so costly 
that they compete with reinvestment in current water infrastructure and other essential pub- 
lic services such as public safety, road repairs and maintenance programs and other local 
priorities. 

Growth in regulatory compliance requirements that continue to emerge from EPA in silo 
fashion ignores the cumulative and distributive costs to households. Household costs are 
largely irrelevant under the water law's; and especially due to the way EPA assesses af- 
fordability at the local level (i.e., indexing the affordability threshold to Ibe more affluent 
median income household, and then expecting below median income households to bear a 
disproportionate financial burden in rate setting). 

California cities were asked to provide information on the average annual cost per house- 
hold for water, sewer and flood control. The cost per household involves only the residential 
customers. Current cost levels represent the cumulative costs over time to the present, but 
do not reflect future costs, particularly anticipated rate increases required to address emerg- 
ing TMDL compliance standards. 

We compared actual cost per household in over 30 California cities, 28 of them clustered in 
Los Angeles County, to EPA's affordability criteria under the Clean Water Act (CWA) and 
Safe Drinking Water Act (SD WA) regulalorj' programs, both indexed to Median Household 
income (MHI) (2.0% MHI under CWA; 2.5% MHf under the SDWA). For the purposes of 
this research 4.5% MHI is used as a combined affordability measure. Tliese criteria have 
become our focus because their intended purpo.ses are set to measures against which EPA 
might find economic burdens that do not relieve cities of their obligations, but could be 
used to justify greater flexibility over the terms and timeframes for compliance. 

When EPA affordability criteria regarding stonnwater and sewer overflow costs exceed 2% 
of MHI in a community, the Agency will consider greater flexibility. Generally speaking, 
EPA affordability criteria are seldom reached when estimates are based on MHI, a relatively 
poor measure of burden on below median income households. 

There are different levels of financial distress based on where a household is on the income 
distribution: if a median income household experiences financial distress when water and 
sewer costs exceed 4.5% of their income, the severity of that distress for a below median 
income household is substantial and should trigger greater flexibility. Cities in this study 
exhibit already high levels of cost per household for public water services. Measured by 
actual household income rather than MHI, this study underscores the fact that many of the 
communities arc experiencing both widespread and substantia! (and sustained over time) 
financial impacts in below median income households. 
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]Vl0jor Water Cost per Household in the Surveyed Cities is Already High 

Findings • Total public water cost per household ranges from $366 to $2,640/yr, (Table A). 

• Median total cost per household is Sl,n2/yr. 

0 Anituai median water costs at $902/yr are four limes sewer costs. 

0 Sewer cost per household is $199/yr (median). 

0 Flood Control cost per household is S41/yT (median). 

• Cost per household in 4 cities exceed one standard deviation above average: 

6 La Canada Flintridge S 2,640 

0 Sierra Madre $ 2,040 

0 La Verne $1,936 
0 Escondido $ 1,730 

Substantial Economic Burdens on Below Median Households 

• As expected, households with high income spend a lesser percentage of annual income 
on public water. 

• When EPA applies the MHI as the economic burden indicator it masks the distributional 
cost impacts on below median income households (Tabic C). The severity of economic 
burden is found in the lower income decile groups which are virtually hidden by using 
the MHI indicator. 

• The difference between 4.5% of actual income and 4.5% of MHI can be considerable; 

0 Sacramento has a relatively large population coupled witli high public water costs 
and therefore the lower median income households are paying roughly $29 
million/yr over 4.5% of actual income. 

• This financial impact is masked by using just MHI as the affordability threshold. 

• Over a 10-year period the lower median income household.s are carrying a $293 million 
financial burden. 

0 Escondido has 34% of its households in a 148, 738 population city with spending 
that exceeds 4.5% of actual income: 

• Annually, these households spend a combined $12.1 million in excess of 4.5% oftheir 
actual income. 

• Over a 1 0-year period the financial burden is $122 million. 

0 Eleven of the study area communities have lO-year period financial burdens above 
$10 million borne by the lowe.st income households. 

• More than half of the cities in the study exhibit excessive public water spending based 
on actual income, and the dollar amount of excessive spending is substantial, (Table C). 


4 • The United Stotes Conference of Mayors 
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Widespread Economic Burdens on Households 

• Comparing Actual Cost per Household to MHI Criteria provides a way to calculate how 
widespread the substantial ecwiomic burden is- measured by the percent of a city’s house- 
holds that carry a substantial economic burden. 

• Total public water cost per household ranges from slightly to substantially greater than 
4,5% of actual household income across die household income distribution deciles as 
described below: 

0 Eleveji cities report combined water, sewer and flood control costs per household in 
excess of 4.5% of annual income for 20% or more of households. 

0 Paramount, La Verne and Escondido households exceed the 4,5% of actual income by 
39%, 35% and 34%, respectively. 

• Thirteen cities exceed spending 4.5% of actual income for 10 to 18% of their households. 

• Six cities exceed spending 4.5% of actual income for 4 to 9% of their households. 

• Three cities have less than 4% of households not .spending in excess of 4.5% of their 
actual annual income on public water. 
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Introduction 
and Statement 
of Purpose 


Lower income 
households spend a 
greater percentage of 
their annual income 
on public water 
services than 
households with 
median or higher 
income, and the 
disparate financial 
impact is not 
adequately taken 
into account by EPA 
when setting com- 
pliance levels and 
timeframes. 


The United States Conference ofMayors (USCM) and its member cities have been engaged 
with the US Environmental Protection Agency (EPA) concerning the affordability of local 
public water services and federaystate mandates associated with current water laws. USCM 
member cities have expressed concern over costly consent agreements regarding sewer over- 
flows and long term control plans, and nutrients impacting water quality that are regulated 
as total maximum daily loadings (TMDLs) into receiving water bodies. The USCM and its 
Mayors Water Council (MWC) has urged EPA to exercise greater flexibility when imposing 
compliance mandates to lessen the financial burdens on customers; and also because sewer 
overflow and TMDL consent agreements are so costly that they compete with reinvestment 
in the aging current water infiastructure and other essential public services such as public 
safety, road repairs and maintenance programs and other local priorities. During the course of 
these discussions it became clear from focusing on how EPA assesses local affordability that 
the current cost per household for public water services impacts households differently from 
a financial perspective based on actual household income. Lower income households spend a 
greater percentage of their annua! income on public water services than households with me- 
dian or higher income, and the disparate financial impact is not adequately taken into account 
by EPA when setting compliance levels and timeframes. 

EPA developed affordability guidelines for ceitahi regulations under the CWA' and SDWA^. 
The guidelines include an algorithm for estimating whether marginal (additional) expendi- 
tures necessary to achieve compliance would exact a substantial and widespread economic 
burden on the community. Regulations under tbe SDWA are based on national cost e.stimates, 
but EPA has stated that a new drinking water regulation can be implemented if the cost to 
household customers does not exceed 2.5 percent of median household income (MHl)^ 
Guidelines developed by EPA for use in CWA enforcement efforts regarding stormwater and 
sewer overflows considers a long term control plan to be affordable if the cost to household 
customers does not exceed 2.0 percent of MHf . MHl, the one common characteristic of tbe 
2 guidelines, may be intended to stretch national and local efforts to achieve the goals of the 
CWA and SDWA. but its unintended consequence is a disparate financial burden on below 
median income households as a regressive tax. Households under the poverty level and under 
MHI pay a disproportionate share of their annual incomes for public water compared to the 


1. U.S. EPA. 1997. Guidance for Financial Capability A-ssessment and Schedule Development 

2. U.S. EPA. 2002. AlTordabilit>' Criteria for Small Drinking Water Systems; An EPA Science 
Advisory Board Report. EPA-SAB-EEAC-03-004. U.S. Environmental Protection Agency, 
Washington, DC. 

3. Affordability criteria considered by EPA under the SDWA pertains to setting national drinking 
water standards on a national basis. Using 2.5% of MHf to assess affordability for small com- 
munity drinking water systems is intended to determine if a variance is appropriate. 
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affluent households (median and above median income households) in a community. EPA’s 
insistence on using affordability criteria indexed to MHI creates a class-based environmen- 
tal injustice. While there are good arguments for wanting and expecting greater levels of 
water quality and safe drinking water, there are limited resources in below' median income 
households, and limits to overall local government resources. The clearly disproportionate 
and unfair financial impact on below median income households is a problem that EPA and 
Congress should be aware of and do something about. 


EPA’s insistence on 
using affordability 
criteria indexed to 
MHI creates a class- 
based environmental 
injustice. 


This report has four purposes: first, it is intended to getterate information on the current 
cost per household for public water services (sewer, w'ater, flood coritrol/stormwater). This 
is accomplished via a multi-community survey that collects and reports the current average 
annual cost per household in dollars and as a percent of annual household income according 
to different household income levels. The second purpose of the report is to compare current 
cost per household to EPA affordability criteria, taking into account the cost per household on 
all income leveb. Third, this information is import^t to cities because it provides a profile of 
where current costs arc, and how future investments, whether for system renewal or for regu- 
latory compliance, or both, will impact the cost per household. It also makes a compelling 
argument for greater federal financial support for local governments, which has been reduced 
in a time where regulatory requirements have been increasing. Fourth, the study provides a 
framework for permit writers to consider the affordability of permit programs when consider- 
ing compliance levels and deadlines. 
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Community 
Survey 
Information 
and Analysis 


The data used in this report are gathered from participating communities regarding water 
costs, and from Census data at census.gov*. The USCM's Mayors Water Council collaborated 
with a number of California and Los Angeles County cities via an on-line survey. We choose 
Los Angeles County since it is one of the first areas in the nation to be regulated under a fed- 
eral TMDL Consent Decree for stormwater. Additional California communities participated in 
the survey from outside of Los Angeles County. 


Cities were asked to provide information on the average annual cost per household for water, 
sewer and flood control. The cost per household involves only the residential customers. Cur- 
rent cost levels represent the cumulative costs over time to the present. 


Census infonnation was collected for each participating city, and includes data on population, 
poverty rate, median household income (MHI), and the number of households per income 
category. The Census reports income for 10 income level categories {deciles)^ 


Current public water cost per household information provides the city with an accurate mea- 
sure of how much households spend across the income distribution. Any additional costs for 
renewal, expansion or increased compliance requirements can be compared to the 2014 cost 
as a benchmark. Current costs are not static, and public water rates are rising in many cities 
around the nation. Cities in the survey are facing substantial new financial responsibilities 
related to compliance with Total Maximum Daily Loads, and there will likely be additional 
eWA/SDWA mandates as EPA continues to develop regulations in silo fashion over time. 


The key findings are presented in the next section. Appendix A includes information on the 
distribution of cost per household across the income spectrum for each survey city. Appendix 
B provides comments on bias, estimation and uncertainty identified and considered in the 
survey and presentation of data. 


4. See Table A 

5. The ten categories of household income are: S 10,000 or less; 10,001 to 14,999; 15,000 to 24,999; 

25.000 to 34,999; 35,000 to 49.999; 50,000 to 74,999; 75,000 to 99,999; 100,000 to 149,999; 

150.000 to 199,999; and, 200,000 plus. For analytical purposes these categories are represented by 
the mid-point of income, except for the lowest income decile which is set at 510,000.00, and high- 
est income decile which is set ai $200,000.00. 
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Results Current Cost per Household for Public Water Services in the Survey 

Cities: (See Tables A & B) 

A. Average Annual Water Cost per Household 

All Water Services (sewer, water and flood control) 

• Total public water cost per household ranges from $366 to S2,640/yr 

• Median total cost per household is $l,172/yr 

0 Annual median water costs at $902/yr are four times sewer costs. 

0 Sewer cost per household is $199/yr (median). 

0 Flood Control cost per household is $4 l/yr (median). 

• Cost per household in 4 cities exceed one standard deviation above average for total pub- 
lic water costs 

0 La Canada Flintridge $ 2,640 
0 Sierra Madre $ 2,040 
0 La Verne S 1,936 
0 Escondido $ 1,730 

• There is a wide range of current cost per household for ail public water services 
0 San Marino has the lowest at $366 annual average cost 

0 La Canada Flintridge has the highest at $2.640/yr 

B. Drinking Water Cost per Household 

• Drinking water cost per households ranges from 
0 Low SI 15/yr in San Marino 

0 High of S2.245/yr in La Canada Flintridge 

• The median Drinking Water cost per household is $902, and it is four times greater than 
the median Sewer cost per household at $199. 

C. Sewer 

• Sewer cost per household ranges from 

0 $ 1 2/yr a year in Monterey Park 

0 $738/yr in Sierra Madre 

• The median cost per household is S 1 99/yr 

D. Flood Control 

• Flood control cost per household ranges from 

0 $0 in Azusa 

0 $35 1 Jyr in South Gate 

• The median cost per household is $4!/yr 
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11: EPA Affordability Criteria Indexed to MHI Masks Substantial and Wide- 
spread Financial Impact (See Table B) 

VvTien EPA affordability criteria regarding stormwater and sewer overflow costs exceed 2% of 
MHI in a community, the Agency will consider greater flexibility. Generally speaking, EPA 
affordability criteria are seldom reached when estimates are based on MHI, a relatively poor 
measure of burden on below median income households. 

For example, in the study area the median 2% of MHI for the cities is SI, 352, but the median 
cost for sewer and flood control (CWA) is only $240. Similarly, the median combined water, 
sewer and flood control cost per household in the study cities is $ 1 . 1 7 1 , and does not come 
dose to the median 4.5% of MHI of cities at $3,042. Consent decrees involving local invest- 
ment, from this mathematical vant^e point, appear affordable with ample unused margin and 
no perceived substantial or widespread economic burden on the community. 

When actual household income levels are considered in the affordability detennination it 
becomes clear that MHI, as the presimtptive critical criteria, masks the financial impact on 
lower income households. 

Estimating affordability based on MHI results in financial burdens on below median income 
households because they pay a disproportionate share of their annual incomes. Drilling down 
into the cost per household as a percent of actual income reveals the disparate financial im- 
pact on below median income households. 
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• 2% MHI in the Crt> of Sierra Madrc is $1,806; and awrage annual sew'er 
or about 40% of the 2% MHI affordability criteria, 'fhe affordability of a 
appear to be an economic burden w'hen the MHI serves asthe critical met 

• 1 8% of households are estimated to be paying in excess of 2% of their ac 
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IfEPA triggers 
consideration of 
regulatory flexibility 
when the 
median income 
household experiences a 
substantial economic 
burden, then the same 
trigger should apply 
when water and sewer 
costs impose a 
substantial economic 
burden on the 
below median income 
household. 


Public Water Cost Per Household: Assessing FinoHciedhnpaf is irfEPA Affordability Criteria in California Cities 
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III: Substantial Economic Burdens on Below Median Households 

If EPA triggers consideration of regulatory flexibility when the median income household ex- 
periences a substantial economic burden, then the same trigger should apply when water and 
sewer costs impose a substantial economic burden on the below median income household. It 
is possible to quantify the regressive nature, and amount, of economic burden to determine if 
it is substantial. This study uses 4.5% of MHI and 4.5% of actual annual income to measure 
the severity of economic burden (or, excessive spending by households) that results from us- 
ing MHI as the critical metric. 

A spectrum from mild to severe financial distress was found in households in most cities in 
the study. As expected, households with high income spend a lesser percentage of annual 
income on public water. 

The severity of economic burden depends on where a household is on the income distribu- 
tion. The study area communities exhibit substantia! financial burdens that are sustained over 
time due to the recurring need for water and sewer services and the growing cost per house- 
hold. 

Estimates are generated of how much money a household spends in excess of 4.5% of actual 
income to gauge the severity of economic burden. The excess cost per household can then be 
multiplied by the number of households in each income category to estimate the magnitude 
of sustained economic burden. 

• As expected, as income increases excessive spending decreases. (Table C). 

• Lower median income households can experience a substantial financial burden (spend- 
ing in excess of 4.5% of actual income). 
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Public Water Cost Per Household: 


Regulations developed 
under the separate silos 
of CWA and SD IVA do not 
adequately consider the 
economic burden associ- 
ated with overall public 
water and wastewater 
costs. Consideration of to- 
tal public water costs are 
a more accurate depiction 
of the true household and 
community affordability, 
and of potential economic 
burdens and bow wide- 
spread those burdens are. 


Assessing Financial Impacts afEPA Affordability Criteria in California Cities 


0 Sacramento has a relatively large population coupled with high public water costs 
and therefore tire lower median income households are paying an estimated $29 
million/yr over 4.5% of actual income 

» This financial impact is masked by using just MHI as the affordability 
threshold. 

» Over a 10-year period the lower median income households are carrying 
a $293 million financial burden when using actual income versus MHI. 

0 Escondido has 34% of its households in a 148,738 population city with spending that 
exceeds 4.5% of actual income. 

» Annually, these hoi^eholds spend a combined $12.1 million in excess of 
their 4.5% of actual income 

» Over a 10-year period the financial burden is $122 million 

• Seventeen of the study area communities have 10-year period financial burdens above 
$10 million 

• Two cities {Monterey Park, San Marino) have sewer, water and flood control costs below 
$500/year; and do not currently have households paying in excess of 4.5% of their actual 
annual incomes. 

IV: Widespread Economic Burdens on Below Median Households 

Water costs are on average four times higher than sewer costs in the survey communities. It 
is common for communities in arid regions to have this relationship between sewer and water 
services. Looking at combined water, sewer and flood control costs per household serves to 
demonstrate chat different combinations of water costs and their associated mandates can 
vary considerably by community. Regulations developed under the separate silo.s of CWA 
and SDWA do not adequately consider the economic burden associated with overall public 
water and wastewater costs. Consideration of lota! public water costs are a more accurate de- 
piction of the true household and community affordability, and of potential economic burdens 
and how widespread those burdens are, 

• Eleven cities report combined water, sewer and flood control co.sts greater than 20% of 
households pay in excess of 4.5% of annual income. 


Paramouni ’ 39.4% 

LaVeme: „ 3S.3% 

E.^bhdtdo 34.4% 

Lomita 29.6% 

Barijaral; 27.9% 

Soutit Gale ' ^ ' 26.4% 

Sierra Madrc ^ 26 2%i 

Sacramento ' 24.3% 

Arcadia ^ . 23 S% 

Alhambra^ 22 1% 

Claremont 21 1% 
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Public Water Cost Per Household: Assessing Financial Impacts ofEPAAffindability Criteria in Caltforttia Cities 


• IVo cities cuirently have public water costs per household that nearly reach 4.5% of 
MHI, and experience both substantial and widespread economic burdens 


Paramount 
South Gate 


Combined 

WaterC-ost ;4;5%; Households 

per Household MHI impacted 
SI, 439 $1,987 39.4% 

$1,171 $1,883 26,4% 


s:^ mill 
S2«.8 mill 


Three cities have statistically high exposure to higher public water costs because they are 
wealthy communities measiured by MHI 





44 


Public Water Cost Per Household: Assessing Financi^ Impacts of ERA Affordability Criteria in California Cities 


Table A: Summary of Public Water Cost By Component 


Average Annual 

Public Water Cost (J) 

Per Household 

m 

Sewer Cost 
<S) 

Water Cost 

(S) 

Flood Control Cost 

($) 


1.321.89 

178.76 

1 110.00 

35.63 


L493.78 

354 57 

1.089.7.6 

50.00 

Azusa 

730 18 

134 30 

595.88 

0.00 

Rt'llfinwer 

836.75 

197 50 

613.00 

76 75 


878.63 

1.50.00 

67.7.7.8 

101.35 


!. 549.98 

155 00 

1.145.06 

249.97. 

(riaremont 

1.498.78 

113 73 

1.344.00 

41 55 


I 137.38 

198.79 

902.26 

36.33 


1. 14.3.54 

216.18 

891 77. 

34.64 

Escondido 

1.730.00 

707 00 

1.460.00 

5(1 00 


1 173 11 

15200 

967 50 

.52.61 


1.008.00 

90.00 

860 00 

.58.00 

La Canada Flintridi'e 

640 on 

330 00 

7.345.00 

65.00 


1 313 64 

189 50 

995.75 

7.8 39 


1.93608 

245.00 

1 661 17 

39.96 

I-akevvonri 

743 46 

701 50 

491.73 

50.23 


1.395.31 

7.58 20 

1.000.56 

36 45 

Manhattan Beach 

1.4'>9.12 

284.00 

1.126.00 

19.13 

Monrovia 

503 00 

60 00 

400.00 

42.00 


413.00 

12 00 

360.00 

40 on 

Norvvalk 

1.290.48 

240.48 

1.000.00 

50.00 


1 419 19 

197.50 

1.218.26 

23.43 


741 80 

158 90 

.580.50 

2.40 


1.474.31 

331 00 

1.110.66 

32.57 


1.303.00 

61700 

549.0(1 

136.00 

San Dimas 

896.20 

199 50 

631.19 

65.51 


679.00 

267.00 

412.00 



366 91 

21! 00 

11591 

40.00 


1.4X0 33 

516.00 

941.52 

22.81 

Sierra Madre 

2.040.00 

738.00 

1.189.00 

113,00 

Sitmal Hill 

796.69 

407.70 

331 50 

57,49 


1.171.00 

210.00 

610.00 

331.00 


1. 384.98 

1.54 98 

1.320(30 

0.00 


695,64 

52.08 

64.3.56 

NA 


smoo. 

I58,00_.. 

422.00 

NA 

(1 ) Includes payment for sewer, water and flood control 

Tabic B 

: Average/Median Cost per Household for Survey Cities 


Water Cost 
Characteristic 

Total 

Water 

Cost 

Sewer 

Cost 

Water 

Cost 

Flood 

Control 


.SI. 172.11 

S199 50 

$902.26 

S40.78 

Average 

SI. 172.80 

S7.35 7.9 

$882.03 

$60.68 

1 Standard Din<ialion 

S488.43 

.8151.96 

S429.22 

$47.10 
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Table C: Comparison of Public Water Cost and EPA Affordability Criteria 



Public Water Cost 

Per Household (I) 

(S) 

2% 

of MHl (2) 

m 

4,5% 

ofMHlfS) 

<$) 

Excess of 4.5% of 
Actual Income (4) 
<%) 

lO'YR Excess 
Payments 
(SMill) 

Alhambra 

1.37G.R9 

1.078 

2.42.6 

2.2.1 

40.0 

Arcadia 

1.493.78 

1 546 

3.480 

23.8 

29.3 

Azusa 

7.30.18 

1 016 

2.. 387 

10 1 

2.8 

Rellflowpr 

836.73 

1.015 

2.284 

111 

8 5 

Bell Oardetis 

878.63 

765 

1.722. 

14.5 

5.2 

Bradburv 

1.549.98 

NA 

NA 

NA 

NA 

Claremorit 

1.498.78 

1.615 

3.663 

2.1 1 

1.5.0 

Diamond Bar 

1.137.38 

1.803 

4.058 

7.9 

5 8 

DowTiev 

!.I4?..54 

1 202 

2.705 

18.2. 

2.4.6 

Escondido 

1.730 00 

995 

2 240 

34 4 

121.9 

Glendora 

!. 172.11 

1 492 

3.357 

12.6 

10.0 

Incdcwood 

i.nnsoo 

891 

2 005 

NA 

NA 

f ,a Canada Flintridtrc 

2.640 00 

3 099 

6 972 

14.7 

13.0 

I,a Mirada 

i. 213.64 

1 626 

1.659 

14.0 

9 2. 

r.a Verne 

1.936 08 

1 530 

3 443 

35.3 

25.6 

Lakewood 

743.46 

1.577 

3 549 

5 4 

3 4 

Lomita 

1 295 21 

1 257 

.2.830 

29.6 

10.8 

Manhattan Beach 

1.429.12 

2688 

6.050 

109 

7 6 

Monrovia 

502 no 

1 389 

3.125 

4.4 

0.3 

Monterev Park 

37^.00 

1.116 

2.511 

0.0 

0.0 

Norwalk 

1.290 48 

1 ->09 

2,721 

17.0 

27.7 


1.439.19 

883 

I 987 

39.4 

27.0 


741.80 

977 

2.198 

11.5 

10.4 

Redondo Beach 

1.474.2.1 

1 976 

4,446 

17.6 

29.5 


1.30.2.00 

1.013 

2.2.79 

24.3 

293.7 


822.78 

1,529 

3.440 

7 7 

3.(1 


679 <K) 

1.125 

2.531 

SO 

1.7 



2 782 

6 260 


0.0 

Santa Barbara 

. 1,48.0,33 

1.275 

_ _2..869.. 

27.9 

55.0 

Sierra Madrc 

IIHHRlSIffiHHHIi 

1.806 


26,2 

10,0 

Sianai Hill 

...796.69 

1.315 

2.958 

11.6 

13.6 



837 

1.883 

26.4 

29.8 


1.384,98 

1.6X3 

3 788 

17..3 

11,3 


695 64 

1.521 

3.423 

8.0 

8.6 


. moo.. 

NA 

NA 

NA 

_ ... _NA 

(1) Includes spending on sewer, water and flood control. 

(2) EPA aflbrdabilily criteria under the CWA and the 1997 Financial Guidance (2% MHl). 

(3) EPA afTordability criteria under the SDWA (2.5% MHl). 

(4) Comptuing the percent of actual income spent to 4.5% MHl (2.5% MHl plus 2.0% MHi from CWA 
guidelines),. 
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Appendix A Public Water Cost per Household and EPA Affordability Criteria for 
California Cities 


l ahif 1: EPA Water & Sewer Affordabilitv Thresholds as a Percenl of Actual Household Income I 
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Aivaiiiii, <A 

I’lipulaJidii 2013: 57,639 

['Mcrty R.itu 2012; 9.9% 

Median Household Incotnu 
(MHl), 2012: $77,342 

liPA A ITordabtlity Criteria 
2% of MHI: $1,546.84 I 
4..5%ot MHI; $3,480.39 N 

Cun'eiit Average Costper . 
Household ' v’,;: 

Sewer $ 354.si^- 

Water S 1. 089.26- 

Flood ConlroJ $ 50.00' 

Total $3,493.78.: 


Table 1: KF.\ Water & Sewer Affordability Thresholds as a Percent of .Actual Household In 


Household 

Income 

Distrihution 


Less thanSlO.OOO 


SI 0.000 IOS14.999 


SiS.OOO to S24.999 


S25.000 toS34.999 


S35.000 to S49.999 


S5Q.OQO to S74.999 


S75.000 to S99.999 


SiOO.OOO ioS!49.999 


$150.000 toS199.999 


$200,000 or more 


Household 

Income 


Number 

of 

Households 

19.409 


1.248 


826 


Percent 

of 

Households 


eWA 
2% 
MHI 
S],S46.84 
as Percent 
of Actual 
Income 


15-6 


12 .5 


CfVA & SDWA 
4.5% 

MHI 
S3,4S0.39 
as Percent 
of Actual 
Income 


34.8 


27.8 


Tabic 2: Cost per iioiisehnid fur ('un cut Wafer Service Compoiicuts 


Household 

Income 

Household 

Number 

of 

Households 

19.409 

Percent 

of 

2% 

MHI 

SI.S4&.84 

Percent 

of 

Bill 

S3S4.S2 
Percent 
of Actual 

Water 

Bill 

51,089.26 
Percent 
of .Actual 

Flood 

Control 

Bill 
$50. 00 
Percent 
of. Actual 

Sewer & 
Water 
Bill 

$1,493.78 
Percent 
of Actual 

Less than SIO.OOO 

10.000 

1.248 

6 4% 

15.6 

3.55 



14.94 

SiO.OOO to $14,999 

12.500 

826 


12.5 

2.84 

S 71 

Bnai 

11.95 

SL5.000to $24,999 

KnlSItliH 

1.167 

6JJ% 

7.8 

. ..._LI7 . 

5.45 

0250 

1^ 

$25 000 to $34 999 

■RIBSHI 




1 18 




S35.000 to S49.999 

42 500 

1.825 


37 

a83_ 

2.56 

0.118 

3.51 

$50,000 to $74,999 


3.084 


2.5 

IBIflHii 

1.74 

0.080 

2.39 

$75,000 to $99,999 


1128 

1 1 0% 

1.8 

041 

1 74 

0(357 , 

L7i 

$100.000to$149.999 . 

■REm'H 



I 3 

028 , 

087 


1.20 


(WdsaCIiliBi 

■UnSSM 


0.9 




0.85 

$200,000 or more 

200.000 

2533 

13.1% 

0.8 




0.75 


Tabic .3; Cost per Household and Huu.schold Income Cafcgoiy in Escess of 4.5% of Aclual Income 


Household 

Income 

Household 

Number 

of 

Households 

19.409 

2014 

Average 

Tbtal Water 

Cost per 
Household 

As % of 
Actual 

2014 

Average 

Total Water 

Cost per 
Household 
in Excess of 
4.5% of Actual 

C04f per 
Household 
Income 
Category 

In Excess of 
4.5% of Actual 

lO-Year 

Impact 




bb^bb 



1 043 78 

] 302 637 


$10,000 to $14,999 


826 

11 95 

931.28 

769 737 


$15,000 to $24,999 


1 167 

7 47 

S93 78 

692.941 


$75 000 to $34 999 

_3Q,0fl() 

1.369 

4,98 

143.78 

... 196.835. 

1.968.35 

S.35.000 to S49.999 

42.500 

1.825 


BBIBBBIil 



$50,000 to $74,999 

62.500 

3.084 



jSSBESS 

{■■■■I 

S75.000 to $99,999 

87.500 

2.128 





SIOO.OOO toSi49.999 

BBBRWBI 

3..372 

!.20 

-4.131.22 



$1.50,000 to $199,999 

BBOBI 

1857 

0.85 

-6.381.22 




BBISflBI 

2533 

0.75 

-7.506.22 
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Household 

Income 

Household 

y'umber 

of 

Households 

12.137 

2014 

Average 

Total Water 
Cost per 
Household 

As % of 
Actual 

2UJ4 

Average 

Total Water 

Cost per 
Household 
in Excess of 
4.5% of Actual 

Cos! per 
Household 
Income 
Category 
in Excess of 
4.5% of Actual 

10-Year 

Impact 

$ 

Less than $10,000 


650 

7.30 

280.18 

182.117 

1.821.170 

£lQi)0i)toS14.999 . 



5.84 

167.68 

97.925 

979.251 

$15.000 IQ $24.999 



.3.65 

-169.82 



S25.000 to $34,999 



2.43 

-619.82 



S3';.00nto$49 999 

47 500 

1.863 

1.72 

-1.182.32 



S50 000 to $74 999 

iS7 500 

■’.475 

1.17 

-2.082..32 



$75 ,000 10 $99 999 

87..500 

1.705 

0X3 

-3.207.32 

|■|■■■■|■||||| 

___ 

$100 000 to $149 999 

175.000 

1.4.58 

0 5X 

-4.894.82 



$150 000 to $199 999 

_J75.00Q 

590 

0.42 

-7.144.87 



$200,000 or more 

200.000 

209 

0.37 

-8,269.82 
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lii'lllliiHir. C'A 

Table 1: EPA W'afer& Sewer Affordability Tbrc-sholds as a Pcrcen 

t of .Actual Ho 

(ischoid income I 

I’opiik'.Cion: 77,593 





eWA 

CiVA & SDWA 






2% 

4.5% 

l'(-\erty Rale, 2012: 15.9% 



Number 


Mill 

SJ.OISJO 

MHI 

$2,284.43 

Median Hoiisehoki Income 
lMHn.20I2;S50,765 

Household 

Income 

HomeboU 

of 

Households 

2S.2S7 

Percent 

of 

as Percent 
of Actual 
Income 

as Percent 
of Actual 
Income 

I-.PA AflwrOnbililv Cnteria • 

2% of MHI: $1,015.30 


10.000 

L259 

5.4% 

tO.2 

22.8 

SlO.Oftft to St 4.999 

12.500 

1J36 

5.7% 

8.1 

18.3 

to S;24,999 

20.000 

2.887 

12.4% 

5.1 

tt.4 

4.5% ofMHI: S2.284.43 

S25.«00 to S34.999 

30.000 

2-361 

10.2% 

3.4 

lA 

Cuirent Average Cost per 

non to s:49 999 

42.500 

3.579 

IS.4% 

2.4 

5.4 

sen non to S74 999 


4.900 

21.1% 

1.6 

3.7 

Household 

S7.5.0fl0 to S99.999 

87.500 

2.717 

11.7% 

12 

2.6 

Sewer S 107.50 


125.000 

3.J13 

1.3.4% 

0.8 

1.8 

War«- - $613.00 ' 

S150.0fl0toS199.999 

175.000 

733 

3.2% 

0.6 

I..3 

Flood Control $ 26.25 , 

.S200,flfl0 or mure 

200,000 

372 

1.6% 

0.5 

!.I 


Total $836.75 


Tabic 2: Cost per Household for Current Wafer .Service Components 


Household 

Income 

Household 

Number 

of 

Households 

2J.2.f7 

Percent 

of 

2% 

MHI 
SI.0IS.30 
Percent 
of Actual 

Sewer 

Bill 

$197.51) 
Percent 
of Actual 

Ifiifcr 

Bill 

S6I3.00 
Percent 
of Actual 

Flood 

Control 

BUI 
S26.2S 
Percent 
of Actual 
Income 

Sewer A 
Water 
Bill 

$836.75 
Percent 
of Actual 
Income 

I.e« than Sift ftOfl 

10,000 

1 259 

5.4% 

10.2 


6.13 

om 

8 37 




5.7% 

8.1 


4 90 

0.210 

6.69 


20.000 

2.8R7 

12.4*4 

5,1 

099 

_ 

0.13! 

4.18 

S25.n00 10 S34.999 

30.000 

2.361 

10 2% 

3 4 

0.66 


0.088 

2.79 


43,500 1 

3 579 

1 5.4% 

24 

0.46 

1 44 

0.062 

1.97 


62.5(H) 

4.900 

21.1% 

1.6 

0.32 

0.98 


1.34 

S75.0f)0 to S9Q.999 

87.500 

2.717 

11,7% 

1.2 

0.23 

QJfl. . 

. 

o.oao 

0.96 


■RfIRfMi 


13.4*4 

0.8 

0.16 

0 49 

0.021 

0.67 





QJ 

o.n 

0,35 

0.015 

0.48 

$200,000 or more 

200,000 

372 

1.6*4 

HBIIII 

0,10 

0.31 

0.013 

0.42 


Table .3: Cost per Motisehold and Household income ('ategory in Excess of 4.5% of Actual Income 


Household 

Income 

Household 

NumbeiQ 

of 

Households 

21.257 

2014 

Average 

Total Water 

Cost per 
Household 

As % of 
Actual 

2014 

Average 

Total Water 

Cost per 
Household 
in Excess of 
4.S%of Actual 

Cost per 
Household 
Income 
Category 
in £vcm of 
4.5% of Actual 

JO-Year 

Impact 

5-- 


10.000 

1.259 

8.37 

'iMJl 


4.869.183 



1.3.36 

6 69 



3 663 980 



2 887 

4.18 , 


■IIH 




2.361 

2 79 






3 579 

1-97 

-1-075.75 




67 500 

4.900 

1 34 

•i.975.75 





2.717 

0 96 

-3.100.75 





.3.11.3 

067 

-4.788.25 





7.33 

0.48 

__-?.038.75 ■ . 



$200,000 or more 

200,000 

372 

0.42 

-8,163.25 
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Table C'oKt pet Motisehold and Household Income Category in Excess of4.S% of Actual Income 
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Ri'iidhiiry, CA 

Population 2013: 57^39 • A;-' 

Poverty Rate 2012: 9.9% 

Median Hoi^holdlnconte;, 
{MHI)v 201:2: ■ 

EPAAfforitebiiltyCfitraa ' 
2%'kjrfHr:'5k54&M, '' .. 
4,5% of NniP. $3,4 

Ctnrer.t A\er.ige Cost pi»- 
Household . '' 

' ':,S,;3S4.52' 

Water/' .S l.OSftK,- 

flood / $: / 50;{^ 

Total: v:-' '$ i, 493x70 
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T»b!c 3: C'o.st per lluu>cliold and HousclioUl liivomc <'atc^orv in Excess uf 4.5% of Actual Income 


2014 2014 

Average Average Cost per 

Total Water Total Water Household 
Cost per Cost per Income 


Number Household Household Category 

Household of As%of in Excess of In Excess of I0~Year 

Income Household Households Actual 4.5% of Actual 4.5% of Actual Impact 



23 • The United States Conference of Mayors 











53 


Public Water Cost Per Household: Assessmg Financial Impacts o/EPA Affordability Criteria in California Cities 


Diiiniond Bar, ( A 

Populatiori, 2tf 13: 56,449; 

Poverty Rate, 2012; 5.^. . 

Median Household Iwawie 
{MHl),20t2 S90J81 

EPA Affiwdability Criteria 
2%df MHl: Sl,803.62' 
4,5%ofMHI. S4,05S.15 

CurrentAver^cCoriper - 
Household . 

Sewervv'"'" i 
Water r 902j6- 
Fiot^Cdiitiol ' $ 36,3^ 


Table I: EPA Water & Sewer Affordability Thresholds as a Percent of Actual Household income 


Household 

Income 

nktrihutinn 

Household 

Humber 

of 

Households 

i7.sw 

Percent 

of 

eWA 

2% 

MHI 
SI,S0d.62 
as Percent 
of Actual 

eWA & SDWA 
4.5% 

MHI 
$4,058.15 
as Percent 
of Actual 

f.ess than Slid f)00 

10.000 

39S 

7 3% 

18.0 

40.6 

Sionno »o?i4<wo 

12,500 

243 

I 4% 

144 


S] 5 00f> lo .m W 

?0 000 

730 

4.7% 

90 

20.3 

S;25 000 !o S34 09<) 

30 000 

1.093 

6 7% 

60 

13.5 

S'iS.OOO (.0 

4^ son 

1.684 

9.6% 

4 7. 

9.5 

S:so 000 fr. t;74 QOO 

6?. son 

3 746 

18.5% 

7 9 

6.5 

S7.S.OOO to S99 999 

»7 son 

7 373 

13.5% 

2.1 

46 

5il00000 [oSI49 999 

psnno 

3 779 

21. S% 

14 

3 7 

S150.000 to^l99 999 

!7s non 

■».{)8I 

11.9% 

1.0 

7 3 

S200,000 or more 

200,000 

1,926 

n.0% 

0.9 

2.0 


Household 

Income 

Distribution 

Household 

iVuffifier 

of 

Households 

17.550 

uschoid i'or C 

■ 

BB 

2% 

MHI 
$1,803.62 
Percent 
of Actual 

Sewer 

Bill 

$198.79 
Percent 
of Actual 

Water 

Bill 

$902.26 

Percent 
of Actual 

Flood 

Control 

Bill 
$36.53 
Percent 
of Actual 

Sewer <& 
Water 

Bill 

$1,137.38 
Percent 
of Actual 

1.PSS than 1 10 000 

10.000 

39.5 


ISO 

1.99 

9.02 


11.37 

SilO 000 m 1114 999 

12.500 

741 

1 4% 

144 

1.59 

122 



STS.OnO m 574.999 

20.000 

730 

4.2% 

90 

0.99 

4.51 

...0.182 

5 69 

525.000 to 534.999 

30,000 

! 093 

6 7% 

6 0 

0.66 

3 ni 


3 79 

S3.5.000 to 549.999 

47 sno 

1 684 

9.6% 

4 7 

047 

2.12 


2.68 

■550.000 to $74.999 , 

■ llliM 

3.746 

1 8 5«4 

7 9 

0 37 

1 44 


LSI 

$75,000 to $99,999 

SLiQO 

.7 373 

13.5% 

7.1 


1,03 

■KmHi 

1.30 

$100,000 to$t49.999 


3.779 

71.5% 

1.4 


0.72 


0.91 

$150 non m$i9g ogo 


2.081 

11.9% 

l.O 

0,11 

HBXSHli 


0.65 

.$200,000 or more 

200,000 

1,926 

1 1 ,0% 

0.9 


0.45 

0.018 

0.57 


Table 3: Cost per Hoiisehokl and Household Income Category in Excess of 4.5% of Actual income 


Household 

Income 

Household 

Number 

of 

Households 

17.550 

2014 

Average 

Total Water 

Cost per 
Household 

As % of 
Actual 

2014 

Average 

Total Water 

Cost per 
Household 
in £.Yf#4S of 
4.5% of Actual 

Cos7 per 
Household 
Income 
Category 
in Excess of 
4.5% of Actual 

KFYear 

Impact 

S 



395 

11.37 

687.38 

271.515 

2.715.151 


■Ah 

743 


574.88 

139.696 

1.396.958 

.$15,000 to $74,999 


730 


237,58 

173.287 

1.732.874 

$25,000 to S.34.999 


1.09.3 

3 79 1 

-717 67 



$33 non to $49 999 

47.500 

1,684 

2.68 

-773 1? 



.$50 000 to $74 999 

67 ,500 


1.82 

-1.675.12 



.$75,000 to $99 999 

87.500 


1.30 

-2.800.12 



$100,000 10 $149,999 ■ 

125.000 

bbbsbb 


-4.487 67 




■ESMBi 

■Bn^wBI 


-6.737.67 





i K926 1 

1 0.57 

-7,862.62 
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Household 

Income 

Household 

l^umber 

of 

Households 

2014 

Average 

Total tTafer 
Cost per 
Household 

As % of 
Actutd 

2014 

Average 

Total H^'ater 

Cost per 
Household 
in Excess of 
4.5% of Actual 

Costper 
Household 
Income 
Category 
hi Excess of 
4.5% of Actual 

lO-Ycar 

Impact 


10 000 


II 41 

6<>2.S4 

864.290 
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Public Water Cost Per Household: Assessing Financial Impacts ofEPA Affordability Criteria in California Cities 


Escondido, CA 


Population. 2013: 148,738- 





CWA 

2% 

CWA & SDWA 
4.5% 

Po\tttv Rate, 2012- 183% 





MHI 

MHI 




Number 


S995. 74 

$2,240.42 

MediaoHousehoM hwome ># 

Household 

Income 

Household 

of 

Households 

44.474 

Percent 

of 

as Percent 
of Actual 
Income 

as Percent 
of Actual 
Income 

EPA AftbrdabiK^' Criteria 

2% of MHI: $995.74 

4.5% of MHI; Kt.246.22 . , . 


lOWtO 

7.959 

6 7«/r, 

10.0 

22.4 

SiO.OOO 10514.999 

12..500 

1 917 

4 1% 

8.0 

17.9 

Sl^.OOO to S24.999 

70 000 

4 904 

i 1 0% 

S-0 

11.2 

5.2.5000 to S14.999 

to 000 

5 516 

17.4% 

1.1 

7 5 

Currenl Average Cost per - - - 



7 011 

15.8% 

7 

5 1 

550 000 to .574 999 

67.500 

7.949 

17 9% 

I 6 

1.6 

Housdiold 

575 000 to 599 999 

87.500 

4S88 

1 1 0% 

1 1 

If, 

Setver ^ : V $ 220^0 

.5100 000 105149 999 

I2.5.(KK» 

5 447 

17 7% 

08 

1 8 

Water S l,46b.W 

5150 000 to5199999 

175 non 

IR9 

4 9®/;! 

0 6 

1.1 

Fiodd Goni^ ■ . K / 50.00 

$200,000 or more 

200,000 

1.654 

3.7% 

0.5 

1.1 


Toul $ 1,730.06 


1 Table 2 

: C'ost pei- Household for C«rit?iH Water Sersicc Co 

mpoiieiiis 1 

Household 

Income 

Household 

Number 

of 

Households 

44.474 

Percent 

of 

2% 

MHI 

$995.74 

Percent 
of Actual 
Income 

Sewer 

Bill 

$220.00 
Percent 
of Actual 

Water 

Bin 

$1,460.00 
Percent 
of Actual 

Flood 

Control 

Bill 
SSO.OO 
Percent 
of Actual 

Sewer <£ 
Water 

Bill 

$1,730.00 
Percent 
of Actual 


10.000 

7 959 

6 7»/r, 

100 

2,20 

14,60 

0.500 

17.30 

510.000 toS!4.999 

12.500 

1.917 

4..1«4 

. 8.Q 

1.76 

11.68 

0.400 1 

13.84 

.51.5.000 to 524.999 

20.000 

4 904 

ll.0»/i 

.5.0 

1.10 

7.10 

0.25Q.- 

8.65 



5.516 

l2.4®/o 

3,3 

0,73 

. 


5 77 



7.011 

l5.8“/o 

■> 1 

0.52 

1.44 


4,07 


62.500 

7.949 

17.9®/o 

16 

0,35 

—■^,.34. 

0-080 

7 77 




1 1 .0% 

1.1 

0,25 _ 

1.67 

01)57 

1.98 



5.447 


08 

0,18 . 

1.17 

■Bimi 

1 18 

5150 non to 5199 999 


?. 189 

4.9«/i, 

0.6 

0.1.1 

0.83 

Q.Q29 

0.99 

$200,000 or more 

200,000 

l,6S4 

3.7«/i 

0.5 

o.u 

0.73 

0.025 

0.87 


Table 3; Cost per Household and Household hteome C'ategoi 

y in Kveess uf 4.5% of Actual Income 

Household 

Income 

Household 

Number 

of 

Households 

2014 

Average 

Total Water 
Cost per 
Household 

As % of 
Actual 

20J4 

Average 

Total Water 

Cost per 
Household 
in E.xcess of 
4.5% of Actual 

Cost per 
Household 
Income. 
Calegor)’ 
in E.xcess of 
4.5% of Actual 

10-Year 
Impact 
£ 

inmniinisKSfi^H 


■’ 959 

3.15 

1.280 





1.917 

2.52 

1 168 

2.238.098 .. 




4 904 

I 58 

830 

4 070 120 

40.703.200 



5 516 

1 05 

180 I 

2 101 680 

2L036.80i) 



7.031 

0 74 

- -18.1.._. _ 





7 949 

0 50 

-i.083._ .1 





4.888 

0 16 

^ -i208 






0.25 

-1 895 




175.000 

2.189 

0.18 

-6.145 



$200,000 or more 

200,000 

1,654 

0.16 

-7,270 
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Public Water Cost Per Household: Assessing FinaitciaUmpacts of EPA Affordability Criteria in California Cities 


i’ci'iikilion, 2L>K1. 111.542 

I'uvtrty Rate. 2012:20.1 

Median Household Income 
(MHn,2012;S44.5S8 

l-.PAAlTordability Criteria • 
2®’o of MHI: $89116 
4 5nof VfiU $2,005.11 

Current Average Cost per 
Household 

Sewer, $ 90.00 

Water $ 860.00 

FioodControl S 58.00 

Ibtoi $U008.00* 



/- Itiiler {/»d sewer oven/ges are based on 14 units of consump/ion which may he high for lower income households. iHay 
Yeghyayan. City i/inglewood. CA- September 2014); due to the limited numher ofhook-iip.s in Inglewood that are se>-viccd by 
the city it is too complex to match cost per household to hook-ups that represent the entire city which i.s why Tables 2 and 3 
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Public Water Cost Per Housdtold: Assessing Pinanciai Impacts of EPA Affordability Criteria in California Cities 



Tal)fc 3: Cosi pci M<Ki.schoUI nixi tloiisclinhl income Category in Kuccsn of 4.5% of Actuai Income 


Household 

Income 

Household 

Number 

of 

Households 
hJSl 

2014 

Average 

Total tPaier 
Cost per 
Household 

As % of 
Actual 

20 i 4 

Average 

Total Water 

Cost per 
Household 
in Excess of 
4.5% of Actual 

Cost per 
Household 
Income 
Category 
in Excess of 
4.5% of Actual 

10-Year 

Impact 

$ 




2.640 

2.190,00 

177.390 

1,773.900 

SIO.OOO to $14,999 



21 !? 

2.077,50 

143 34S 

1.4.33.475 

S15.QQQ to $24.999 



13 70 

1 740 on 

.394.980 

3.949.800 

$75,000 to $14,999 

30 000 


8R0 

1.290.00 

340 560 

3 405 600 

$35,000 to S49.999 

47 500 

Smmm 

6.21 

727.50 

756 0X0 

7 560 800 

S50.000 to $74,999 

02.500 

537 

4.22 




$75,000 to .$99,999 

K7 500 

462 

3.02 




$100,000 to $149 999 

175 non 

_ 1.294 

3.11 




$150 000 to $199 999 

1 ilj.QOO. , 

857 _ 

1.51 

-5.235.00 



$200,000 or more 

200,000 

2,608 

1.32 

-6,.360.00 
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Public Water Cost Per Household: Assessing Financial Impacts ofEPA AffimLdriHty Criteria in California Cities 


I .1 Mir : i ( hi . ( A 

l’('iM.ljiu‘n.20?3- 49.133 

IV.c'U iUtc. 2012; 6.2% ' 

Median Hou.'^ehold Income . 
{Mill), 2912 5.S1.3t9 

AfTordabiJiiy Criteria • 
Sl,626.38 

4 5% of MHI: $3,659.36 S 

Current Average Cost per 
Household 

Sower S tS9.Sa- 

WatCT $ 995.75; 

Flood Control , $ 28.39 

lotal $1.213 64 


1 laldc !: EP.A Wafer & Sewer AITordabilify Thresholds a.s a Pci ccul ol Actual Huusehuid Income I 

Household 

Income 

Household 

Number 

t>f 

Households 

I4.H2 

Percent 

of 

OVA 

2% 

Mill 
$1,626.38 
as Percent 
of Actual 

OVA & SDWA 
4.5% 

MHI 
$3,659.36 
as Percent 
of Actual 

Les.'i than ^10 000 

ioono 


7 64 

16,26 

36.39 

SiOOOO toSl4999 

pion 

418 

7 93 

13.01 

29.27 

‘Kli.OOO to %7A 999 

7.0 000 

1 194 

8 44 

8 13 

18.30 

f.7^ 000 to 999 

30000 

! PO 

7,91 

5.42 

P..7.0 

^3^ 000 to U9 999 

47 too 

1 378 

9.74 

3.R.3 

8.61 

SSO 000 to S74 999 

07 son 

7 047 

14.46 

^.60 

3.83 

'S7'i OOO to f;99 999 

87 son 

-J !47 

13 14 

1.86 

4.18 

11100 000 ml;!49 999 

173000 

3 -’86 

23.2-’ 

1.30 

7 93 

'SIIO.OOO ro^l99 999 

173 0fKl 

1 443 

1071 

0.9.3 

209 

5200,000 or more 

200,000 

749 

5.29 

0.81 

1.83 


Tabic 2 

: (.’ost per Ho 

ti.sehold foi* C'l 

urreiil Wale 

r Service C-'omponents 

Household 

Income 

Household 

Number 

of 

Households 

14.152 

Percent 

of 

2% 

MHI 
$1,626.38 
Percent 
of Actual 

Sewer 

BUI 

SSS4.S2 

Percent 
of Actual 

Water 

Bill 

$1,089.26 
Percent 
of Actual 

Flood 

Control 

Bill 
$50.00 
Percent 
of Actual 

Sewer & 
Water 

Bill 

$1,213.64 
Percent 
of Actual 



373 

2.64 

16.26 



0.28 

12.14 

510.000 to 514.999 


418 

795 

1301 

1 37 

7 97 

0.23 

9.71 

$15,000 to $24,999 

.30 000 

1 194 

8.44 

8.13 

0.93 

4.98 

0.14 

6.07 

$7.5.000 10 534.999 

30.000 

1,120 

791 

5.47 

0.63 

3..32 

0 09 

4,05 

$35,000 to $49,999 

42.500 

1.378 

9.74 

3.83 

0.43 

2..34 

0.07 

2.86 

$50J5Q0toi74,999 

62.500 

2.047 

14.46 

7.60 

0.30 

1.59 

0.05 

1.94 

■IB3RSII8RSCEBHI 


^.U"’ 

15.14 

1.86 

.0..22 

1.14 

0.03 , 

1.39 

$lQQ.000to.$|49.999 


3.286 


.1-30 ... 


0.80 

0.02 

. ..im 



1.445 

10,21 

■msH 

■njHIH 

0,57 

0.02 

0.69 

$200,000 or more 

200,000 

749 

5.29 

0.81 


O.SO 

0.01 

0.61 


Table .3: Cost per HnuM'linid iiitd Household Income (rategorv in Kxccss of 4.5% of Actual Income 


Household 

Income 

Household 

Number 

of 

Households 

14. 1 $2 

2014 

Average 

Total Water 

Cost per 
Household 

As % of 
Actual 

2014 

Average 

Total Water 

Cost per 
Household 
in Excess of 
4.5% of Actual 

Cost per 
Household 
Income 
Category 
in EItccjj of 
4.5% of Actual 

lO'Yeor 

Impact 

S 



3'73 

12.14 

763 64 

284,838 

2.848.-377 

$10,000 to $14,999 

12JOO. ... 


971 

-65L..14 

272.177 

-2J2IJ6i 

$15,000 to $24,999 



607 

31.3.64 

374.486 

3J44J62 

$73 000 to $34 999 


1.120 

4.05 

-136 36 



$35,000 to $49,999 

42.500 

1.378 

7.86 

-698.86 



550.000 to $74 999 

62.500 

7 047 

I 94 

■ReBBl 



$7.5.000 to $99,999 

87.500 

7 147 


-2.723 86 



$100,000 to $149,999 

125.000 

3 7SA 


-4 411 36 



$130 0n0toS199 999 

175.000 

1.445 


-6.661.36 



$200,000 or more 

200,000 

749 

0.61 

-7,786.36 
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Public Water Cost Per Household: Assessing Finandal Impacts ofEPA Affordability Criteria in California Cities 



Table 3: Cost per Household and Household liieome Caics<>'>' Kxcess or4,5% of Actual Income 





2014 

2014 






Average 

Average 

Cost per 





Total Water 

Total Water 

Household 





Cost per 

Cost per 

Income 




Humber 

Household 

Household 

Category 


Household 


of 

As % of 

in Excess of 

in Excess of 

10-Year 

Income 

Household 

Households 

Actual 

4.5% of Actual 

4.5% of Actual 

Impact 

Distribution 

Income 

10.854 

Income 

Income 

Income S 

S 
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i 


Flood 

Sewer d 





2% 

Sewer 

Water 

Control 

Water 





MHl 

Bill 

Bill 

BUI 

BUI 



Number 


SI,S77.42 

S20I.S0 

S491. 73 

$50.23 

$743.46 

Household 


of 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Income 

DistrihuHon 

Household 

Income 

Households 

26.172 

of 

. Households 

of .4r/ua/ 
Income 

of Actual 
Income 

of Actual 
Income 

of Actual 
Income 

of Actual 
Income 


iiiLajHiisLiL-Lm 
SIS.OQl) to S24.999 
; nnn m '5U999_ 


IQ.OOO 816 

12.500 59,5 

2().()00 I 1.577 
50.000 1.802 


_L7S.Q0Q_ J 2.415 

200,000 951 


Trtble .5: Cost per Household :ind Household iiiconic Category in F.xce.ss ot 4.5% of Actual Income 
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Public Water Cost Per Hous^old: Assessing Financiai Impacts of EPA Affordability Criteria in California Cities 



Table 3: Cost jH'r l l<»us«.'hoi<i and Household Iticome Category in Excess of 4.5% of Act ual Income 


Household 


Number 

of 

2014 

Average 

Total Water 
Cost per 
Household 

As %of 

2014 

Average 

Total Water 

Cost per 
Household 
in Excess of 

Cost per 
Household 
Income 
Category 
in Excess of 

tO-Ycar 

Income 

DUtrtbutian 

Household 

Income 

Households 

7.li94 

Actual 

Income 

4.5% of Actual 

liicnme 

4.5% of Actual 

Inmme t 

Impact 

s 
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Public Water Cost Per Household: Assessing Financial Impacts of EPAAffirrdability Criteria in California Cities 



Miiiihiitt.wi Hi'yi'h. C A 


Mcdinii Household incoine 
(MHIl. 20l2:St.1l4,445 


hl*A AfiordabiUty Cnlcria 
2%ofMl{l- S2,6i58.90 
4 5%ofMHI: S6.050.03 


('urrent Average Cost per 
hlousehoW 

Sewer S 284.00 

Water S 1.126.00 

Flood Control . S 19.12 

Total $ 1,429 12 


|T;d)k‘ 1: F.PA Water & Sewer .AfTordabiiiiv Thresholds as a Percent o! Actual Household Income | 

Household 

Income 

Household 

Number 

of 

Households 

I4M9 

Percent 

of 

Households 

eWA 

2% 

MHI 
$2,688.90 
as Percent 
of Actual 
htrontp. 

CHA & SDWA 
4.5% 
mil 

S6,OS0.03 
as Percent 
of Actual 

l.es.s than SIO.tKtfl 

10 000 

780 

7. 0% 

70 7 

60.5 

S!0.000!n5ii490Q 

P. 500 

705 

] 9% 

71 4 

48.4 







S25.000 to 5114.999 

10 000 

587 

4 ]% 

89 

20.2 

S.15.000 to Si49.999 

42.500 

7.50 

5 4% 

61 

14.2 

S50.000 to S74.999 






S75.00n ro 599 999 

87 500 

i.720 

8 7% 

1 I 

69 







5;i5ft.OOO 10 51199 999 

175 000 

I 880 

1 1 4"/;, 

1 5 

1.5 

5700 000 or more 

700 000 

4 119 

■10.8% 

LI 

1.0 



Table 2 

: Cost per Household for Current Water Sendee Components 










Flood 

Sewer ■£ 





2% 

Sewer 

Water 

Control 

Water 





MHI 

Bill 

Bill 

Bill 

BUI 



Number 


52,688.03 

$284 

$1,126 

$19.12 

$1,429.12 

Household 


of 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Income 

Household 

Households 

of 

of Actual 

of Actual 

of Actual 

of Actual 

of Actual 
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Public Water Cost Per Household; Assessing Finonciat Impacts ofEPA Affordability Criteria in California Cities 


[Table i: F-PA Water & Sewer Affordability Tbreslioids as a Percent of Actual Household Income 




Household 

Income 

nistrihu/inn 

Household 

Number 

of 

Households 

H.47.}t 

Percent 

of 

Households 

CWA 

2% 

MHI 

SI, 388.98 
as Percent 
of Actual 

CWA & SDWA 
4.5% 

MHI 
$3,125.21 
as Percent 
of Actual 
Income 



Less than SiO.OOO 

toooo 

641 

4 77 

n 89 

3 1 7.5 



■smono fntiuooo 

12,5(K) 

671 

4 67 

U.ll 

75 00 



SJ 5.000 to S24.W9 


i 704 

8 97 

6 94 

15 63 



S25.000toS34.999 


968 

771 

4.63 

10 47 



S^snoo to S49 999 


! 357 

1007 

3 77 

735 



S50 000 in S74 9‘W 

62.500 

7.505 

18.64 

2.22 

5 00 



S75.000 to $99,999 

87.500 

1.666 

12.41 

1.59 

3 57 



mmammmm 

175 000 

7 557 

19.04 

1.11 

2.50 




175 000 

!.Ni 

8 50 

0 79 

1 79 



$200 000 or more 

700 000 

775 

5 77 

0 69 

1 56 










••i i '■‘.'UKI 


Household 

Income 

Household 

Number 

of 

Households 

13.428 

iischoid for C 

■ 

2% 

MHI 
$1,388.98 
Percent 
of Actual 

Sewer 

Bill 
$60.00 
Percent 
of Actual 

Wife/- 

BUI 

$400.00 
Percent 
of Actual 

Flood 

Control 

Bill 
$42.00 
Percent 
of Actual 

Sewer & 
Water 

Bill 

$502.00 
Percent 
of Actual 



641 

4 77 

13 89 

0 600 

4 00 

0.420 

5.020 


■RBSHI 

621 


II n 

0 480 

3.20 

0.336 

4J)!i 

$15,000 to $24,999 

2.0.000 

1,204 


6 94 


2.00 




30.000 




0.200 

1.33 

0.140 


$35 000 m $49 999 

47 500 



3.27 

0.141 

0.94 

0.099 

1.181 

.$50,000 to $74,999 

62.500 

7 503 

18.64 

2.22 

0,096 

0,64 

0.067 

0.803 

$75 000 to $99 999 

87.500 

1,666 

1741 

1,59 


0.46 

^ 0J}4S 

0.574 

$100 000 rn $149 400 

. ....P5.00.Q_ . 

7 557 

1904 




0.034 

0.402 



1.141 

8.50 

(L79 


0.23 

0,024 

0.287 


200,000 

775 



0.030 

0.20 

0.021 

0.251 


1 Table .3: Cost per tiuuschofd uikI llou.velK>ld Income Calegor 

y in F>Lfcs.s of 4.5% of Actual income 1 

Household 

Income 

Household 

Number 

of 

Households 

13.428 

2014 

Average 

Total Water 
Cost per 
Household 

As % of 
Actual 

2014 

Average 

Total Water 

Cost per 
Household 
in Excess of 
4.5% of Actual 

Cost per 
Household 
Income 
Category 
in Excess of 
4.5% of Actual 

lO-Vear 

Impact 

$ 

Less than $10,000 

10 000 

641 

5020 

52.00 

33 337 

333.320 

$10,000 to $14,999 

12.500 

671 

4016 




$1.5.000 to $24,999 

70 000 

1.204 

2.510 




$35,000 to $34,999 

30 000 

968 

1 673 




$35,000 to $49,999 

42.500 

1.352 

1 181 




$50 000 to $74 999 

_ _62.5QQ_ _ , 

2„5Q3 1 

0 803 




$75,000 to $99,999 

87,500 

! 666 

0 574 




$100,000 to SI49 999 

175 000 

7 557 

0 407 




$150,000 to $199 999 

I75JQ0 , 

1.141 

0.287 




$200,000 or more 

200.000 

775 

0.251 





^5 • The United States Conference of Mayors 











65 


Public Water Cost Per Household: Assessing Financial Impacts of EPA Affisrdability Criteria in California Cities 


liible !: EI*A Waler & Sewer Afrordabiiit\' Thresholds as a PercenJ of Actual Household Income 


l\.ini!aiioii, 20)3; 61.085 





CfVA 

eWA & SDWA 






2% 

4.5% 

Povertv Rate. 2012; M.SI'o - 





MHI 

MHI 




Number 


$1,116 

$2,511 

Median Mouseiioid Income - 
(Mill). 2012; $55,800 

Household 

Income 

Household 

df 

Households 

Percent 

of 

Households 

as Percent 
of Actual 
Income 

as Percent 
of Actual 
Income 

LI’.A AtTordabilitj' Criteria 
’‘I'eofMHl: $1,116 

4 5%orMHI;S2,5n 

Less than Si 10 (100 

10 000 

1 077 

5 5% 

11 7 

25.1 

stoonn lo.'suo^g 

17 500 

1 763 

6 7“/„ 

8.9 

20.1 

11 5,000 to $24^99 

7.0 000 

7 157 

11.5% 

56 

12.6 

S25 0n0 to U4 999 

30 000 

i 709 

9 1% 

3 7 

84 

Cunent Average Cost per 

SlS.nno to $49 999 

42.500 

r’407 

17 8% 

7.6 

59 

$50,000 to .$74 999 

62.500 

3.096 

16.5% 

1.8 

40 

Household 

$75,000 to $99,999 

87.500 

7 437 

13.0% 

1 3 

7.9 

Sewer S 12.00 ' 

$100 000 fn$149 999 

175000 

7 453 

13.1% 

0.9 

■>0 

Water $ 360.00 

$150 000 tn$199 999 

175 000 

1 478 

7 6% 

06 

1.4 

Flood Control •$ 40.00' 

$200,000 or more 

200,000 

763 

4.1% 

0.6 

1.3 


Total $412.00 


Table 2; Cost per iiousehoid for Current Water Servi 


Household 

Income 

Household 

Number 

of 

Households 

IH.7dS 

Percent 

of 

2% 

MHI 

SI, 116 
Percent 
of Actual 

Sewer 

Bill 

$12 

Percent 
of Actual 

Water 
BUI 
$560 
Percent 
of Actual 

Flood 

Control 

BUI 

$40 

Percent 
of Actual 

i'cwc/- & 
Water 

BUI 

$412 

Percent 
of Actual 


_ 10.000 

L022 

5.5% 

11 7 

0.12 

3.60 

0.400 

4,12 

$10,000 to $14,999 


1.763 

6.7% 

8.9 

0.10 

7 88 

0,320 

2-33) 

$15,000 to $24,999 

20.000 

't.157 

11.5% 

5.6 

0.06 

I 80 

0,200 

2.-Q6 

$25,000 to S34.999 

30 000 

1 709 

9.1% 


0.04 

1 70 

0.133 , 

1.37 

$35,000 to S49.999 

42.500 

7 407 

12.8% 

u 

0.03 

0.85 

0094 


$50,000 to $74,999 

62.500 

3.096 

16.5% 

1.8 1 

0.02 

0.58 

0 064 

0.66 

$75,000 to $99,999 


2.437 


1 3 

0.01 

041 

0,046 

0.47 

$100,000 to$l49.999 

125.000 

74.. 

13.1% 

0.9 

0.01 

0,29 

0.032 


$150,000 to$l99.999 

175.000 

1.428 

7.6% 

0.6 

0.01 

0.21 

0,023 

0.24 

$200,000 or more 

200,000 

763 

4,1% 

0,6 

0.01 

0.18 

0.020 

0.2.1 


1 Table .3; Cost per Iloirsehold and Household Income ( alc^ory 

in Excess i»t 

(>! Actual Income I 

Household 

Income 

Household 

Number 

of 

Households 

Ill.7t5 

2014 

Average 

Total Water 

Cost per 
Household 
As%of 
Actual 

2014 

Average 

Total Water 

Cost per 
Household 
in Excess of 
4.5% of Actual 

Cast per 
Household 
income 
Category 
in Excess of 
4.5% 

lO-Year 

Impact 


.. 10.000. 

1.022 


0 

.... . .0 


$10.1)00 toS!4.999 


1.263 









mniiiiiniiiiiii 




30 000 

1.709 

1.37 




$35 000 tn $49 999 

4? 500 

7..407 

097 




$50 000 to $74 999 

62.500 

3.096 

0.66 




$75 000 to $99 999 

87 500 

2.437 

047 




$100 000 in.$149 999 

125 000 

2.453 

0.35 




$1500n0tn$199 999 

1 75 000 

1 428 

0.24 




$200,000 or more 

200,000 

76.3 

0.21 
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Public Water Cost Per Household: Assessing Financial Impacts of EPA Affordability Criteria in California Cities 



Number 

of 

Household Households 


2% Setver Water 

MHI Bill BUI 

Sl.209.70 i240.48 $1.0110.00 

Percent Percent Percent 

ofActual o/Actual o/Actual 


of Actual ofActual 1 



Tabic 3: Cos< jjcr Household aiul llousclioUl income Calcgorv in Kxccss of 4.5% ofActual Income 





2014 

2014 






Average 

Average 

Cost per 





Total Wafer 

Total Water 

Household 





Cost per 

Cost per 

Income 




Number 

Household 

Household 

Category 


Household 


of 

As%of 

in Excess of 

in Excess of 

JO-Year 

Income 

Distribution 

Household 

Income 

Households 

26.972 

Actual 

Income 

4.5% ofActual 

Income 

4.5% ofActual 

Income f 

Impact 

« 
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Public Water Cost Per Household: Assessing Financial Impacts of EPA Affordability Criteria in California Cities 



Tiit>k‘ 3: Cost por ifousvIioUl and llousctiold Income Category in Kxccss of 4.5% of Actual income 





2014 

2014 






Awrage 

Average 

Cost per 





Total iPaier 

Total Water 

Household 





Cost per 

Cost per 

Income 




Number 

Household 

Household 

Category 


Household 


of 

As % of 

in Excess of 

in Excess of 

lO-Tear 

Income 

Household 

Households 

Actual 

4.S% of Actual 

4.S% of Actual 

Impact 


m»Qm2£9 __ 

SI5.00 0toS24.999 20.000 

52.5.000 to S34.99 9 I 

535.000 to $49.999 42.500 j_ 

S.50'q 00 to S74.999 ~^500 

$75.000 TO S99.999 87.500 

$100.000 10 S149.999 125.QOC 


9S9.19 

t{7 6.69 

?3 . 9. 1 9 , 

89 ,! 9 . 

-473.31 

•i.3-73..3l 

-2.49tt.31 

•4.18S.8I 

-6.435.81 

-7,560.81 


604.0 39 
1.Q56.273 
i 64.020— 
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Public Water Cost Per Household: Assessing Fiitanciol Impacts ofEPA Affordability Criteria in California Cities 


Tahic 5: E1*A Water & Sewer AnordabililyTliix'sJioIds as a Percent of Actual Household Income 




Household 

Income 

Household 

Income 

Number 

of 

Households 

t^.474 

Percent 

of 

eWA 

2% 

MHI 
S977.28 
as Percent 
of Actual 
Income 

CWA&SDWA 

4.5% 

MHI 
S2.198.88 
as Percent 
of Actual 
Jnenme 



th-^n 'slrt OOn 



5.8% 

9.8 

71 99 



smofto tn^MOW 



5.7% 

7.8 

17 59 



S ! S 000 io <i74 909 



12.4% 

49 

10 99 



S7S 000 to ^14.999 

■EBm 


11.7% 

3 3 

7 3 3 



^■^S.OOO to ^49.999 

■lESKm 

HHEEEHH 

15..5% 

7 3 

5 17 



S50.000toS74.999 

62.500 

7 477 

1 9 4% 

16 

3 57 



$75,000 to $99,999 

87.500 

5 OSS 

n 1 % 

1.1 

7.51 




■mm 

4.368 

1 1 4% 


t 76 



Si50 non mSi99 999 

175 000 

1 •’06 

3 !% 


1.76 



$200,000 or more 

200,000 

72i 

1.9% 

0.5 

i.lO 




Table 2; Cost |>cr Household for Current Water Service Components 


Household 

Income 

Household 

A’wBjftcr 

of 

Households 

38.474 

Percent 

of 

2% 1 
Min 

$977.28 : 

of Actual j 

Sewer 

Bill 

SI 58.90 
Percent 
of Actual 

Water 

Bill 

SS80.50 
Percent 
of Actual 

Flood 

Control 

Bill 

$2.40 \ 

Percent i 
of Actual 

Sewer & 
B'aier 
Bill 

$741.80 
Percent 
of Actual 


10 000 

2.235 

5 8% 

98 

1 59 

.5.81 

0 074 i 

7.42 


... i^aSQQ J 

7 !94 I 

5 7% 

78 

1 ■'7 

4.64 I 

0.019 : 

SX2 


70 000 ! 

1 4 767 

l-’4% 

4.9 

0 79 


X'-IU 2 

3.71 

$75 000 to $34 999 

30.000 1 

4 485 1 

i 1 7% 

3 3 

0.53 

1 94 

0.008 

L lAl 

$35,000 W $49,999 

47 500 1 

5.973 

1.5..5% 

7 

0.37 

i,.37 

0,006 i 

1.75 

$50,000 to $74,999 

62.500 

7 477 

19 4% 


O.’S 

0.93 

0 004 

1-19 


87.500 ; 

5 058 

13 1% 

I.l 

0,18 

0.66 

0.003 

0.85 


175.000 

4. .368 

1 1 4% 

0.8 

0.13 


0.002 

0.59 

Ki|Utliltlihi!i4llOMil*H 

175.000 

1.206 1 

3.1% 

0.6 

0.09 1 

0,33 

0,001 

0.42 

1 $200,000 or more 

200,000 

721 

1.9% 

0.5 

0.08 

0,29 

o.ooi i 

0.37 


Tabic 3; Cost per Household and Household Income Category in Excess of 4.5% of Actual income 


Household 

Income 

Household 

Number 

of 

Households 

38.474 

2014 
Average- 
Total Water 
Cost per 
Household 
As%of 
Actual 

2014 

Average 

Total Water 

Cost per 
Household 
in Excess of 
4.5% of Actual 

Cost per 
Household 
Income 
Categor)’ 
in Excess of 
4.5% of Actual \ 

lO^Year 

Impact 

% 


10.00fl_. ■ 1 

2.235 

7.47 

291.80 

652.173 I 


.$10,000 tn $14,999 

i2JQ0. - 1 

! 7 194 

5.95 

n9..3() 

393.384 

3 933 847 

snoop to 524.999 

20.000 

: 4 762 

3.71 

.158,20 



$75,000 to $34,999 

30.000 

4 485 

7 47 

•608,20 



$35,000 to $49,999 

: 42 500 

5 973 

175 

-1.170.70 



$50,000 to $74 999 

67 500 

7 477 

1 19 

-2.070 70 



.$75,000 to $99,999 

87.500 

5.058 

M5. 

-3.195.70 



$100 000 to $149999 

P5.000 

4.368 

0.59 

-4 883 70 



$150 000 to $199 999 

175.000 

1.206 

0.42 

-7.1.3.3.20 1 



$200,000 or more 

200.000 

721 

0.37 

-8,258.20 
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I £l50-Q00ioSi99.999 17 5.000 

I $200,000 or more | 200.000 













70 












71 


Public Water Cost Per Household: Assessing Financial Impacts c^EPA Affordability Crtteria in California Cities 


S:i!i Uimns, C'A 

13,840 ^ 

;’".v'r'vRaic. 2012; 7.0% 

Median Mouschold Income 
(MII!X20!2:S7M54 

hi’A Affordability Criteria 
2%ofMin;S 1,529.08 
4 5% of MHI: $1,440.43 

C’urrcm Average Cost per 
Hoissciwld 

Sewer S 199.50 „ 

Water $631.19 ;|i 

Mood Control S 65;51 :i:*t 

Total $ 896.20 S 


Table I: EPA Water & Sewer .AfTordability Thresholds a.s a Percent of .Actual Household income 


Household 

Income 

rUstrihutioM 

Household 

Number 

of 

Households 

ll.Mi 

Percent 

of 

Hnusehnlds 

eWA 

2% 

MHI 
$I,529.0S 
as Percent 
of Actual 
Income 

eWA & SDWA 
4.5% 

MHI 
$3,440.43 
as Percent 
of Actual 

Less than S50.000 

10.000 

617 

5 7% 

15-.1 

34.40 

$10,000 to!? 1 4.999 

17.500 

786 

7. S"/;, 

17 7 

27.57 

SIS non to $74 999 

20.000 

816 

7 0% 

7 6 

17 70 

$77000 to $74 999 

10 000 

794 

6.8% 

5 1 


$7snn0 to $49 999 

42 500 

1 087. 

9 1% 

16 

8.10 

$50,000 to $74,999 

62.500 

7099 

18.0% 

7.4 

5 50 

$75 Ofin to $99 999 

87.500 

1.729 

14.8% 

17 

191 

$100,000 to $149,999 

125.000 

7 186 

1 8 7% 

1 7 

7 75 

$150,000 to$!99.999 

175.000 

978 

84% 

0 9 

1,97 

$200,000 or more 

200,000 

1.081 

9.3% 

0.8 

1.72 


1 Table 2 

: Cost per Household for Current Water Service Co 

iinpoiients I 

Household 

Income 

Household 

Number 

of 

Households 

11.663 

Percent 

of 

2% 

MHI 
$1,529.09 
Percent 
of Actual 

Sewer 

Bill 

S/PP.50 
Percent 
of Actual 

Water 

Bill 

$631.19 
Percent 
of Actual 

Flood 

Control 

Bin 
$65.51 
Percent 
of Actual 

.^ewer <& 
Water 

Bill 

$896.20 
Percent 
of Actual 



612 

5.2% 

15.3 

2.00 

6.31 



$10,000 to $14,999 









$15 000 to $74 999 

■msi 

■ESH 




mm 

■mmi 

4 48 

$25,000 to S34.999 




BhS 

■BEHII 

2.10 

0.218 

2.99 

$1.5.000 to $49,999 


BQQIII 

9.1% 

3.6 

0.47 

1 49 

0.1.54 


$50,000 to $74,999 

62.500 

mRSEIH 


74 

0.32 

1.01 

0.105 

1.43 

$75,000 to $99,999 

87.500 

1 729 


1 7 

0.21 

072 

0075 

1.02 

$100 000 to $149 999 

175.000 

2.186 

18 7% 





0.72 



978 

8 4% 





Q.5I 

$200,000 or more 

200.000 


0 1% 





0.45 


nibic 3: Cost per Household and Household Income (ateuorv in Excess of 4.5% of Actual income 


Household 

Income 

Household 

Number 

of 

Households 

II.66S 

2014 

Atvrage 

Total Water 
Cost per 
Household 

As % of 
Actual 

2014 

Average 

Total Water 

Cost per 
Household 
in Excess of 
4.5% of Actual 

Cost per 
Household 
Income 
Category 
in E.tcess of 
4.5% of Actual 

10-Year 

Impact 

S 


10.000. 

612 

$.2% 

446,20 

273.074 

2,730.744 


BBBim 


2.5% 

111.70 

95.438 

954..3R2 

$1.5.000 to $24,999 

K&IESBH 


70% 

-3.80 



$25,000 to $34,999 



6.8% 




$15,000 to $49,999 


. L082 .. 

9 1% 

-1.016.,10 



$50,000 to S74.999 

■immi 


18 0% 

-1.916.30 



$75,000 to $99,999 

87.500 


14 8% 

-.1.041..10 



SI 00.000 to $149,999 

. 125.000 .. 


18.7% 

-4.728.80 




■BBBI 


8.4% 

-6.978.80 



$200,000 or more 


1,081 

9.3% 

-8,103.80 
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Public Water Cost Per Housdtold: Assessing Financial Impacts of EPA Affordability Criteria in Califrmia Cities 


h'ablc I: F;PA Water & Sewer Affordability Thresholds as a Percent of Actual Household Income 




Household 

Income 

Household 

Income 

Number 

of 

Households 

12.276 

Percent 

of 

eWA 

2% 

MHl 
$1,125.20 
as Percent 
of Actual 

eWA A SDWA 
4.5% 

MHl 

$2,531.70 

of Actual 
Income 



Less than 510,000 

10 000 

488 

4 0% 

tl.3 

75 37 




12300 

485 

4.0% 

9.0 

70 7.5 



515 000 TO 574 999 


1 537 

17 5% 

5.6 

1766 



575 non TO 534 999 

30000 

1 187 

9.6% 

3S 

8 44 



535 000 to 549 999 

47 500 

1 895 

15.4% 

2.6 

5.96 



.550 non to 574 999 

6? 500 

7 105 

17.1% 

1.8 

4 05 



575 non to 59S) 999 

87 soo 

1 417 

1 1 .5% 

1.3 

7 89 



5100 000 fo5i49 999 

I7S000 

I 876 

14.9% 

0.9 

7 03 



5150 non to 5 199 999 

175 000 

754 

6.1% 

0.6 

! 45 



5200,000 or more 

200,000 

592 

4.8% 

ox, 

1.27 


i-i • 1 *' 


Household 

Income 

HlHriifHtiPfi. ,, 


I'able 2: Cost jwr Household for Current Water Service Components 


Household 

Income 


Number 

of 

Households 

12.276 


Percent 

of 

Households 


2% 
Mill 
SU25.2Q 
Percent 
of Actual 


Sewer 
Bill 
S267 
Percent 
of Actual 
Income 


Water 
Bill 
$412 
Percent 
of Actual 
Income 


Flood 

Control 

Bill 

NA 

Percent 
of Actual 
Income 


Sewer & 
Water 
Bill 
$679 
Percent 
of Actual 
JiKome 


Less than $10.000 


4S8 


11.3 


IfJ . 


4.12 


6.79 

5.43 


SIO.OOO IOS14.999 


485 


9.0 


2.14 


.-.UQ. 


515.000 to S24.999 


S25.000to S34.999 


535.000 10 549.999 


550.000 to 574.999 


575.000 10 599.999 


5100.000 to 5149.999 




5200,000 or more 


Table 3: Cost per Household and Household Income Cate 


F.xcess of 4.5% of Actual income 


Household 

Income 

Household 

Number 

of 

Households 

12.276 

2014 

Average 

Total Water 
Cost per 
Household 
As%of 
Actual 

2014 

Average 

Total Water 

Cost per 
Household 
in E.xcess of 
4.5% of Actual 

Cost per 
Household 
income 
Cotegor)^ 
in Excess of 
4.5% of Actual 

10-Year 

Impact 

$ 


10.000 

488 

6.79 

229.00 

1)1.752 


SiO.OOO to $14,999 

12.500 

485 

5 43 

1)6.50 

56.503 

565.025 

SI 5.000 to $24,999 

20.000 

1.532 

340 

-271 00 



$25 ,000 to $34,999 

30.000 

1 1X7 

7 76 

-671 00 



S35.000 to $49,999 

- _i23i)0 

1.895 

i.60 

.1.733.50 



550 000 to 574 999 

62.500 

2.105 

1.09 

-2.133,50 



575 000 to 599.999 

87.500 

1.417 

0.78 

-3.7,58 50 



$100,000 to 5149.999 

125.000 

1.826 

0.54 

-4 946 00 



5150 000 to 5 199 999 

175.000 

754 

0.39 

-7.1%.00 



$200,000 or more 

200,000 

592 

0.34 

-8,321.00 
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Public Water Cost Per Household: Assessing Financial Impacts ofEPA Affordability Criteria in California Cities 


J iabk. 1: EM 


\Vaiei'& Sewer AfTordabiiity TbreshoJtls as a Percent orAclual Honschold Income I 
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Public Water Cost Per Household: j^e^ng Financial Impacts of BPA Affordability Criteria in California Cities 


£•. [: » £.< S 




ii.. .i« ,.b.i > j._n 


Table 1; EPA Water & Sewer Affordabilily Thresholds as a Percent of Actual Household Income 


Household 

Income 

Househtdd 

Number 

of 

Households 

54.900 

Percent 

of 

eWA 

2% 

MHJ 
51,275.16 
as Percent 
of Actual 

Clf;4 & SDWA 

4.5% 

MHI 
52,869.11 
as Percent 
of Actual 


lOlMK) 

1.578 

4.5% 

12.8 

28.7 

$i0 nn0 tn$?4 999 

!7 500 

1 fvO? 

4.9% 

10.7 

73 0 

$lS0n0tfs$->4 999 

70 000 

3 307 

9 5% 

6.4 

14.3 

$75 000 m $34 999 

30 000 

3 173 

9 1% 

4 3 

9 6 

$35 000 m $49 999 

47 500 

4 704 

17 7% 

3 0 

68 

$50 000 m $74 999 

67.500 

6 05 3 

1 7 3% 

70 

4 6 

$75 non m $99 99') 

X7 500 

4 154 

119% 

15 

3 3 

$100 000 m$!49 999 

175.000 

4 866 

1 3 9% 

1 0 

73 

$150 000 m. $199,999 

175 000 

7.885 

8.3% 

0.7 

1 6 

$700 000 nr more 

700 000 

7 978 

8,4% 

0.6 

1.4 


Table 2 

: C ost )K'r lie 

tusehoid for O 

urreiit Wale 

r Service Components 

Household 

Income 

Household 

Number 

of 

Households 

54.900 

Percent 

of 

2% 

MHI 
$1,275.16 
Percent 
of Actual 

Sewer 

BUI 

5516.00 
Percent 
! ofActual 

Water 

Bill 

5941.52 
Percent 
of Actual 

Flood 

Control 

Bill 

522.81 

Percent 

ofActual 

Sewer & 
Water 
Bill 

51,480.3.5 

Percent 

ofActual 


10000 

! 578 : 

4 5% 

12.K 

5,16 

9.42 

(1.228 


$10,000 tn $14,999 

12.500 

1 697 

4 9% 

10.7 

4.13 

7 53 

0.182 

11-84 

$15,000 to $24,999 

20.000 

3.302 

9.5% 

64 

2. .58 

4.71 

0,114 

7 40 

$25,000 to $34,999 

30.000 

3,173 ' 

9.1% 

4.3 

1,72 

3 14 

0,076 

4.93 

$35,000 to $49,999 

42.500 i 

4,264 

17.7% 

3.0 


2.22 

0.054 

3.48 

$50-000 to $74.999 

62.500 

6.053 

17.3% 

2.0 

0.83 

1.51 

0.036 

7 37 


87.500 

4 154 

11.9% 

1.5 

0.59 



1.69 


125.000 

4.860 

1 3 <)% 

1 0 

0.4! 

0.75 

0.018 

1.18- 


' 17.5.000 

2.885 

8.3% 

0 7 

0.29 



0.85 


200.000 

2.928 

8.4% 

0.6 

0.26 

047 

O.OH 

0.74 











Table 3: Cost pci Household and Household Income C.'a 


Excess of d.SYn of Actual Income 


Household 

Income 

DislribuUan 


Household 

Income 


Number 

of 

Households 


2014 
Average 
Total Water 
Cost per 
Household 
As%of 
Actual 

faeggte. 


2014 
Average 
Total Water 
Cost per 
Household 
in Excess of 
4.5% of Actual 
Income 


Cost per 
Household 
Income 
Calegori’ 

In Excess of 
4.5% of Actual 
Income I 


10-Year 

Impact 




_i4^ 




1.625.861 


$10.000 10 $14.999 


$15.000 to $ 24.999 


$25. 000 to $54.999 


$35.000 to $49.999 


$50.000 to .$74,990 


S75.000 to $99,999 


$100.000 to $149,999 


$i 5 0.000 to $199,999 


$200,000 or more 
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dumber 


Household 

Income 


Percent 


Household I Households 


Households 


S35.000toS49.9<)Q 


SIOO.OOO lo $149,999 









Flood 

Sewer & 





2% 

Sewer 

Water 

Control 

Water 





.MHI 

Bill 

Bill 

Bill 

BUI 



Number 


SI.S06.42 

S738 

SI. 189 

SU3 

S2,040 

Household 


of 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Income 

Household 

Households 

of 

of Actual 

of Actual 

of Actual 

of .Actual 

of Actual 


iiisn 

S2S..CiQQ_Kl 134^99_ 
S3S.0Q0 toS49.999 


CIVA 
2% 
MHI 
SI, 806.42 
as Percent 
of Actual 


CWA & SDWA 

4.5% 

MHI 
$4,064.45 
as Percent 
of Actual 


Table 1: F.PAWalcr & Sewer Affordability Thresholds as a Percent of Actual Hoiisehoki Income 


Tabic 2: Cost per Household for Current Water Service Components 





2014 

2014 






Average 

Average 

Cost per 





Total Water 

Total Water 

Household 





Cost per 

Cost per 

Income 




Number 

Household 

Household 

Category 


Hau-sehold 


of 

As % of 

in Excess of 

in Excess of 

lO-Tear 

Income 

Household 

Households 

Actual 

4.5% of Actual 

4.5% of Actual 

Impact 


Income 

4.569 

Income 

Income 

Income S 

S 
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Ixable 1: KPA Water & Sewer AfTordability Threshoids as si Percent ofActusil Household Income 




Household 

Income 

Hausekold 

Number 

of 

Households 

4.106 

Percent 

of 

Households 

eWA 

2% 

MHI 
$1,314.82 
as Percent 
of Actual 
Income 

CIVA & SDm 
4.5% 

MHI 
$2,958.35 
as Percent 
of Actual 
Income 





24! 

5.87 

UH 

70 58 



Si0.000foSM.990 


77.8 

Si 

I0..52 

7167 



SM.OOO 1oS24.9'>9 


4.55 


6.57 

14.79 



S:-S0n0 m 909 

10.000 

151 

1 71 

4.38 

0 86 



S'?S.000foS49 900 

42.500 

415 

10.11 

1 09 

6 96 



.S50.000foS74.000 

62.500 

782 

19.05 

2.10 

4 71 



S75 000 fn SOO 000 

87.500 

607 

16.85 

1.50 

1 18 



S!00 000 toS)40 000 

(75 000 

529 

17 SR 

t 05 

7 17 



$150.000 toil 99^909 

175 000 

161 

8 84 

0 75 

1 60 



$200.000 .Qc nsore 

■>00 000 

748 

6 04 

0 66 

1 48 


•I- li 5 “■£ S g,« ; 


Table 2: ('ost per Hoiiseliold for Current Water Scrv 


Household 

Income 

Household 

Number 

of 

Households 

4.106 

Percent 

of 

1% i 

MHI \ 
SJ.3I4.82 
Percent 
of Actual 

Bin 

$407.70 
Percent 
of Actual 

Water 

Bill 

S33I.50 

Percent 
of Actual 

Flood 

Control 

Bill 

$57.49 

Percent 

ofActual 

Sever & 
Water 
Bin 

$769.69 
Percent 
of Actual 

T tbnn SIO 000 

10 000 

241 

5.87 

1115 

4.08 

1 17 


7 97 

SI 0 000 tn SUOOO 

12.500 

728 

5 55 

io.s-> 

3,26 

7.65 

■BiSlHi 

6 17 

$15.000 10 $24,999 

2.0.000 

455 

11.08 

6-57 i 


1,66 

0.29... 1 

3.98 


30.000 

15,1 

^ IJl 

H^Hi 




2^6 

$35.000 to $49.999 . 

42,500 


10.11 






$50,000 to $74,099 

62.500 

78' 

19.05 


1 1 

0..5.1 

1 0.09 1 

1 77 

$75,000 to $99,999 

87.500 

607 

16,85 

1,50 1 

[ 047 1 

0.38 

1 om 

0.91 

$I00.000W$149.999 

125.000 

570 

12.88 

1.05 ! 


0.27 


0^4 


175 000 

363 

8.84 

0.75 ! 


0.19 

0 01 

0.46 

$200,000 or more 

700 000 

248 

6,04 

0.66 


0.17 

0..fi3. 



Table 3: Cost per Household siiu) Mousthold income (.'alcgoi y in Txccss oi 4.5% of Actual Income 


Household 

Income 

Household 

Number 

«/ 

Households 

4.106 

2014 

Average 

Total Water 
Cost per 
Household 

As % of 
Actual 

20J4 

Average 

Total Water 

Cost per 
Household 
in Excess of 
4.5%of Actual 

Cost per 
Household 
Income 
Category- 
in Excess of 
4,5% ofActual 

ft?- liter 
Impact 


10.000 

241 

7 97 

146 69 

83.552.29 

835.522.90 

$10,000 to $14 099 

12.500 

228 

6.17 

214 1 9 

5.1.195.32 

.533.953.70 

$15,000 to $24 999 

20.000 

455 

3,98 

-103.31 



$25 000 Ii> $14 999 

30,000 

151 

7 66 

-553.31 



$1.5.000 to $49,999 

42 500 

415 

1.87 

-! 1158! 



$50,000 to $74 990 

62.500 

787 

1.27 

-2 015 81 



S75 000 in $90 999 

87.500 

697 

091 

-1 1408! 



SIOO.OOO to $149,990 

125.000 

52.9 

064 

-4.828.31 



$1.50.000 10 $199 900 

175 000 

161 

0 46 

.7 078 11 



$200,000 or more 

200,000 

248 

0,40 

-8,203.31 
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THblf 1; EPA Water & Sewer AfTordabilityThreshoUls as a Percent of Actual IJou-schoUi Income 


Popuiation, 2013: 95,677 





eWA 

eWA & SDWA 






2% 

4.5% 

Poverty Kate. 2012: 20;6 . 



Number 


MHI 

S8S7.02 

MHI 

SI,S85.30 

Median Motischotd Income 
(MUD. 2012: $41,851 \ 

Household 

Income 

Oislrihulion 

Household 

Inrnmr 

of 

Households 

2J.92S 

Percent 

of 

as Percent 
ofAclual 
' ln(^tme 

as Percent 
of Actual 
Income 

F.PA AfTordahiliry Criteria • 
2%ofMHl;S837.02 

4..5% of MHI: $1,883.30 

Less than SlO.OOO 

10 000 

1.419 

5 9% 

84 

188 

tlOOfiOto.SIM 

12.500 

1 867 

7.8% 

67 

15 1 

1 15 000 to .t74<)99 

20.000 

3.033 

12 7%, 

4 2 

94 

i;75 000 to ^-^4 <3>W 

30.000 

3.237 

13.5% 

28 

6.3 


t;^5 0oo to <40 gqp 

at 500 

4.277 

17 9% 

2..0 

44 

Current Average Cost per 

<50 000 to <74 909 i 

A? 500 

4 540 

19 0"/r. 

1.3 

3 0 

Hoiusehold 

<75 000 to <99 999 

87 500 

2 64-> 

1 1 0% 

1.0 

2.2. 

Sevver $ 210.00 

<100 000 to <149 999 

1 125000 

2 ->98 

9.6% 

07 

1.5 

Water . $ • 610.00 

<150 000 to<!99 999 

! 175000 

HP 

1 7% 

0.5 

I.I 

Flood Control $ 351.00^- 

5200,000 or more 

I 200,000 

210 

0.9% 

0.4 

0.9 


TotaJ $1,171^ 



lable 2 

: Cost per ilouseliold for Current Wate 

■r Service C( 

miponeiits I 

Household 

Income 

Household 

Number 

of 

Households 
21.925 

Percent 

of 

2% 
MHI 
S8S7.02 
Percent 
of Actual 

Seiver 

Bill 

S2 10.00 
Percent 
of A dual 

Water 

Bill 

S610.00 
Percent 
of Actual 

Flood 

Control 

Bill 

S3SI.00 
Percent 
of Actual 

Sewer & 
Water 

Bill 

SI. 1 7 1. 00 
Percent 
of Actual 

Less than <10.000 

10000 

HKCffiBli 

5.9% 

8.4 

2.10 

6 10 

3 51 

11.71 

$10,000 to.Sl4,999 

12,500 


7 8% 

6.7 

1.68 

4.88 

2.81 

9 37 



3.03,3 

!??% 

4 2 

1.05 

3.05 

1.76 

5 86 



3 .v,7 

1 3 5% 

2J 

0.70 

2.03 

1.17 

3 90 

$35,000 10 $49,999 

42.500 

4.277 



0.49 

1 44 

0,83 

2 76 

<50 000 to <74 999 

6r500 


■BmH 

HRHHI 


0 98 


1.87 

S7S.OOO U) $99,999 

8L5(10. 

Big 

U.05-. 



0.70 


wmssm 

SIOO.OOO to $149.999 


■nsm 

9.6% 

0.7 

0,17 

(149 

0.28 


SI 50.000 IQ $199.999 

■ffisssfiii 




0 12 


0.20 


$200,000 or more 

200,000 

210 

0.9% 

0.4 

O.ll 

0.31 

0.18 

0.59 


Table 3: C'ost per ll(Misehold and Household hicoine Cuiesor 

y ii> Exccs.s of 4.5% of Actual income 

Household 

Income 

Household 

Number 

of 

Households 

2014 

Average 

Total Water 

Cost per 
Household 
As%of 
.4clual 

2014 

Average 

Total Water 

Cost per 
Household 
in E.vcess of 
4.S%of Actual 

Cost per 
Household 
Income 
Category 
in f.Ycm of 
4.5% of Actual 

10-Year 

Impact 

S 


10.000 


11,71 

721.00 

1.023.099 

10,2.30.990 

<10000 to<i4 999 

1 2 500 


9.37 

608.50 

1.136.070 

11.360.695 

<15 000 in <24 999 

20 000 


5.86 

271.00 

821.943 

8 219430 

$25,000 to $34,999 

30.000 

3.237 

3 90 

-179 00 



.ElMRIffiH 

42 500 

4 277 

2.76 

-741.50 




. .62J00 

4 540 

I.S7 

^1..50 



<75 000 to <99 999 


2 64? 

1.34 






7 --98 

094 





175,000 

402 

0 67 

-6 704 00 



$200,000 or more 

200,000 

210 

0.59 

-7,829.00 
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Table 1: ICPA Waler & Sewer Affordabilitj- Thresholds as a Percent ol' Actual Hotisehold Income 




— 

Household 

Income 

rUstrihutinn 

Household 

tm-ome 

Number 

of 

Households 
10AS4. 

Percent 

of 

2% 

MHI 
$1,683.70 
as Percent 
of Actual 

eWA & SDWA 
4.5% 

MHI 
$3,788.33 
as Percent 
of Actual 
Income 




10.000 




37.9 



i:!n.f)Ort fc.5;uq>)9 

linRRHiil 

29! 

2.8% 

13.5 

30.3 



SIS. 000 10 S?4 909 

20.000 

515 

5.0% 

|||||||||||R|H|||| 

18.9 



S7S.000TO S-?4 999 

■nlSSHI 

BB^SB 

4.9% 


17 6 



S-? S000jo S49 999 

42,500 


K.7% 

40 

8.9 


- '■ 

SSO OOft lo S74 999 

■S9IS!3Hi 

] 857 

1 7 9% 

77 

6 1 


1 

S7.S.000 to S99.999 

87.500 

1 4P 



4.3 


1 

S!00 000 to SI 49.999 

125.000 

1 790 


13 

3 0 


1 

sisnooo foSt99 999 

175 000 

1 078 


10 

77 



$200,000 or more 

200,000 

1,530 


0.8 

1.9 


I ,1 I I jv 


1 Table 2 

: f'o.st per Ho 

Hsehold for Ci 

nrrenl VVate 

r Serv ice C'< 

tinponeiits I 

Household 

Income 

Household 

Number 

of 

Households 

10.354 

Percent 

of 

MHI 
$1,683.70 
Percent 
of Actual 

Sewer 
BUI 
$154.98 
Percent 
of Actual 

Water 

BUI 

$1,230.00 
Percent 
of Actual 

Flood 

Control 

BUI 

NA 

Percent 
of Actual 

Sewer & 
Water 

BUI 

$1,385.00 
Percent 
of Actual 


10.000 

479 

4 6% 

16.8 

2.5S 

12..30 


13.85 

Sin 000 fn.S!4999 

. 12.500 

29! 

2.8% 

1.3,5 

7 04 

9 84 


11.08 

$15,000 to $24,999 

20.000 

515 

5.0% 

84 

1.27 

6 15 


6,97 

$25,000 to $34,999 

30.000 

504 

4 9% 


0.85 

4.10 


4.62 

S35 000tnS49 999 

42.500 

898 

8.7% 

4.0 

0.60 

2.89 


3.26 

$50,000 to ,$74,999 

62.500 

1,857 

1 7 9% 

2.7 

0.4] 

!.97 


2.22 

.$75,000 to $99,999 

87.500 

1.412 

13 6% 

19 

0.29 

1 41 


1.58 

$100 000 rn $149 999 

125.000 

1.790 

17.3% 

1.3 

0.20 

0,98 



Si 50.000 to $199,999 

175.000 

1.078 

10.4% 

1.0 

0.15 

0.70 


0.79 

$200,000 or more 

200,000 

1,530 

14-8% 

0.8 

0.13 

0.62 


0.69 


Tible 3: Cost per Household and Hotischoid Income ( alegory in Kxccss of 4.5% of Actual Income 


Household 

Income 

Household 

Number 

of 

Households 

10.354 

2014 

Average 

Total Water 
Cost per 
Household 

As % of 
Actual 

Income 

2014 

Average 

Total Water 

Cost per 
Household 
in f.Tce.vs of 
4.5% of Actual 

Cost per 
Household 
Income 
Category 
in Excess of 
4.5% of Actual 

j 

lO^Year 

Impact 

$ 

Less than SI 0.000 

10.000 

479 

13.85 

1.034,98 

495.755 

4.957.554 

$10.000 toS!4.999 

12.500 

291 

11 08 

97248 

768 44? 

2.684.417 

$15.000 to $24.999 

70 000 

515 

6.92 i 

584 98 

301 765 

3.012.647 

$75 000 to $34 999 

30 000 

504 

4 67 ! 

134.98 



$35 000 to $49 999 

42.500 

898 

326 

-427.52 



$50,000 to $74,999 

62..500 : 

1.857 

7 77 

•.1.37.7..S7 



$75 000 in $99 999 

87 500 

1.412 

1.58 

.7 457 57 



$100 000 to $149 999 

-125.000 , 

1.790 

1.11 

-4.140.02 



St 50.000 to $199 999 

175.000 

1.078 

0.79 ! 

-6.390.02 



$200,000 or more 

200.000 

1,5.30 

0.69 

-7,515.02 
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Number 

of 

Household Households 


Sewer Water 

BUI Bill 

$52.08 $643.56 

Percent Percent 


Flood Sewer & 
Control Water 

Bill Bill 

NA $695.64 

Percent Percent 


of Actual of Actual ofActual of Actual j 


51 0.000 toS14.Q9Q [2,500 l.OjO 

SI5 000toS24.009 j 2 0,00 0 _ 5.978 

525.000 to 53 4,9.9.9 30 .000 3.491 

535.000 IQ S 49. 999 42.50^ 5.584 

550.00 0 to S74.9 99 - 



| S!5.000to$24.999 i 20.QQ0 

0 to $34,999 1 30.000 


j $200,000 or more | 200,000 
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Appendix B Bias, Estimation and Uncertainty 

Generally speaking, the estimates developed in this study are accurate and reliable. All 

studies, however, are subject to several forms of error and uncertainty. This Appendix 

is intended to address some of the potential for estimation error regarding this study 

method and application. 

Data Bias: 

• Data on population, Median Household Income and number of households for in- 
come deciles is taken directly from the latest Census reports at Cen.sus.Gov. These 
data enjoy the accuracy achieved by the Census surv'ey data techniques; and they 
suffer the sanre deficiencies of such. 

• Cities participating in the survey are self-selected for whatever reason they 
ehose to participate. This introduces an element of bias because not all cities are 
included. Therefore, the findings may be somewhat indicative of all California 
cities but are best seen as representing the survey cities involved rather than all 
California cities. 

Estimation: 

• Estimating the dollar amount of Median Household Income at 2.0% and at 4.5% 
is straightforward arithmetic and not subject to estimation error, other than the 
inherent error involved with the Census’ calculation of e.sliinated Median House- 
hold Income for each city involved. 

• Estimating the percent of households impacted by cost per hou.sehoid and com- 
parisons to current costs and affordability criteria is also straightforward arithme- 
tic, but has several factors that arc identified as possibly introducing estimation 
error. 

0 In order to estimate the percentage of households that spend in excess 
of 4.5% of their actual income on public water the analysis applied relies 
on some assumptions 

• This research relies on city expertise to provide cost per household data for sewer, 
water and Hood control. Cities have a practical advantage in knowing these resi- 
dential costs by virtue of their recurring experience with water and sewer billing 
over time, and an intimate knowledge of their customer base. 

• Local expertise is involved in matching number of households to local service 
hook-ups. These figures often do not match, primarily because in multi-household 
dwellings a single hook up may service a small to large number of hou.sehulds 
that reside in the units. Again, local expertise is relied on to confirm the accuracy 
of the estimates. 

• In one city, Inglewood, the local expertise of a city official intimate with sy.stem 
operations asserted that the difference between household number and hook-ups 
could not be easily resolved. This is the case because many households in Ingle- 
wood are serv’ed by another regional system. Therefore, the data for Inglewood 
exhibited in the results are limited to (he cost per household provided by the city, 
and the estimation of 2.0% and 4.5% of Median Household Income. That same 
Inglewood representative also cautioned (hat (he consumption rates for the poorer 
households might be overestimated. 
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Error: 

Systemic error may afTectthe calcuiation of estimates when using number of households, but there 
are countervailing factors that may minimize the importance of error in this instance. For example, the 
lowest and highest income deciles are, respectively, $10,000 or less a year, and S200,000 or more a 
year. The convention used for the purposes of this study was to assign all households in this category 
to an assumed income ofSi 0,000, when some households in this category might make less. Similarly, 
for the highest income category $200,000 annual income was used aithoiigh these households might 
make more than that. 

The other income deciles were utilized by specifying the mid-point of income for each category. Thus, 
the second lowest income decile $10,000 to $14,999 is represented for purposes of calculation as 
SI 2,500. 

An additional error concern is the fact that some cities could not determine cost per household when 
their households were served by multiple water or sewer systems. Cities were asked to apply local 
expertise in these cases. 
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The Mayors Water Council (MWC) provides a forum for Mayors to 
discuss issues impacting how they provide safe, adequate and afford- 
able water and wastewater services and infrastructure in America’s 
Principal Cities in the list Century. It is open to all Mayors, focus- 
ing on water resource issues, including: watershed management; 
water supply planning; surface and sub-surface water infrastructure 
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Senator Inhofe. Thank you, Mayor. 

Mr. Chow is the Director of the Department of Public Works for 
the city of Baltimore. 

Mr. Chow. 

STATEMENT OF RUDOLPH S. CHOW, P.E., DIRECTOR, DEPART- 
MENT OF PUBLIC WORKS, BALTIMORE, MARYLAND, ON BE- 
HALF OF THE WATER ENVIRONMENT FEDERATION 

Mr. Chow. Good morning, Chairman Inhofe, Ranking Member 
Boxer, and members of the Committee. My name is Rudy Chow. I 
am the Director of the Department of Public Works for Baltimore 
City. It is my honor to be here today on behalf of the city of Balti- 
more, the Water Environment Federation, and the WateReuse As- 
sociation to discuss the importance of the Federal role in keeping 
water and wastewater infrastructure affordable. I have over 30 
years’ experience working in the water and wastewater field. 

Today you are examining a very important national issue that is 
near to my heart — how we can address the burgeoning need for in- 
vestment in our water infrastructure. My boss. Mayor Rawlings- 
Blake, appeared before this committee’s subcommittee back in 2012 
to testify on the challenges of financing water infrastructure using 
Baltimore experiences. 

Baltimore is faced with the massive cost of more than over $3 
billion of regulatory mandates, including wet weather consent de- 
cree, or ENR, enhanced nutrient removal at our wastewater treat- 
ment plants as well as our stormwater improvements, and covering 
up our open finished water reservoirs. 

This is just a snapshot of the project that we must undertake to 
upgrade and to meet today’s standard. We consider ourselves to be 
good stewards of the environment and public health of our commu- 
nity and the Chesapeake Bay Watershed, and take these obliga- 
tions seriously. We are also tasked with maintaining and improv- 
ing a large and aging infrastructure system. 

So how do we pay for all of these? To say that Baltimore is not 
a wealthy city is a gross understatement. The median household 
income, 40 percent of our population in Baltimore falls below the 
national median household income level, and 25 percent falls below 
the poverty line. It is that population base that will be dispropor- 
tionately impacted by water bill rate increases to pay for the infra- 
structure investment that we must take. 

My written testimony highlights a number of efforts to WEF and 
other water organizations are undertaking to identify policy 
changes and programs that will assist communities and ratepayers 
dealing with affordability issues. I urge you to review these items 
in the testimony. 

Senator Cardin’s legislation to reauthorize and increase funding 
in the Clean Water and Drinking Water SRF program is an impor- 
tant first step. Congress should reauthorize both SRF programs 
and increase the funding for them. In Baltimore, we have direct ex- 
periences with SRF programs and know they work well. We have 
gotten, in the last 3 years, over $168 million in low interest loans 
from the Maryland SRF program and $4.5 million of principal for- 
giveness loans. 
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Additionally, Congress should support increased funding from 
other existing financing grant programs such as WIFIA, USDA 
Raw Development programs. All these programs are vital to help 
communities make needed and wise investments in their infra- 
structure. 

Note when I speak about the water infrastructure, I use the 
word investment. Those of us that are familiar with our Federal in- 
frastructure funding programs have long known that the Congres- 
sional Budget Office scoring for the program does not fully reflect 
the complete economic benefits of these programs. For this hearing, 
WEF and WateReuse Association contracted a team of economists 
to conduct the quick analysis of the economic benefits. Though the 
analysis has not been completed, upon completion we will submit 
that for the record. 

The analysis estimated that economic impact of SRF spending in 
four example States, namely California, Maryland, Ohio, and Okla- 
homa, which represent a good cross-section of States across the Na- 
tion, representative of geographic size, population size, cost of liv- 
ing, as well as rural versus urban population, and general age of 
infrastructure. 

The model of analysis was based upon the IMPLAN economic 
model to estimate the impact of SRF spending on output, labor in- 
come, jobs, and Federal tax revenues in the four States. IMPLAN 
captures the effects of spending as it ripples through the economy. 
So, for example, utility spending of SRF will result in what we call 
direct impact effect, which is the construction contractor. When the 
construction contractor reuses that money to buy goods and serv- 
ices, that is what we call an indirect effect. And then the fact that 
the indirect spending generates employment, creating additional 
income for households, which result in what we call induced effect. 
So the total economic impact is the sum of the direct, indirect, and 
induced effects. 

The results of the analysis show that Federal investment in 
water and wastewater infrastructure through the SRF programs 
has meaningful benefits to the economy, U.S. Treasury, and house- 
holds across the Nation. 

For starters, the analysis found that SRF spending generates 
Federal tax revenues. Total State and Federal annual SRF spend- 
ing in the four States average about $1.46 million 

Senator Inhofe. [Remarks made off microphone.] 

Mr. Chow. Thank you. 

So, in other words, every million dollars of SRF spending is esti- 
mated to generate about what we call $2.25 million in total output 
for the State economy, on average. 

I urge the committee and Congress to continue to support our ef- 
forts in the local levels to invest in water infrastructure. The in- 
vestment we make, with your support, delivers environmental, 
public health, and economic benefits to our country. Thank you 
very much. 

[The prepared statement of Mr. Chow follows:] 
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on behalf of 
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and 
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Committee on Environment & Public Works 
United States Senate 

Hearing: “The Federal Role in Keeping Water and 
Wastewater Infrastructure Affordable” 
Thursday, April 7, 2016 


Chairman Inhofe, Ranking Member Boxer, and Members of the Committee: 

My name is Rudy Chow and 1 am the Director of the Department of Public Works for Baltimore 
City*. It is my honor to be here today on behalf of the City of Baltimore, the Water Environment 
Federation (WEF)^ and the WateReuse Association to discuss the importance of the federal role in 
keeping water and wastewater infrastructure affordable. My testimony will focus upon three 
significant issues affecting water and wastewater infrastructure: 

• Affordability - The challenges communities are having with meeting their regulatory 
requirements with limited funds is a national problem. 

• Federal Funding of Infrastructure - Congress should provide robust support for existing 
and proposed federal funding and financing programs. 

• Economic Benefits of SRF Funding - WEF and the WateReuse Association^ recently 
conducted an analysis of the estimated economic impact generated by SRF spending in four 


' Rudolph S. Chow, P.E., has been the Director of the Baltimore City Department of Public Works since February I, 
2014. Prior to his appointment as director he served as Deputy Director and was its Bureau Head for Water and 
Wastewater for three years. Prior to his arrival in Baltimore Mr. Chow spent 27 years with the Washington Suburban 
Sanitary Commission in Laurel, Maryland. He has a Bachelor’s degree in Civil Engineering from George Washington 
University and a Master’s Degree in Environmental and Water Resources Engineering from the University of Maryland 
College Park. He is a registered Professional Engineer in the States of Maryland and Delaware. He is an active 
member in ASCE. WEF, AWWA, and APWA. The City of Baltimore is one of 24 jurisdictions in the State of 
Maryland with a diverse population of 626,644 people. The Baltimore City water and wastewater utilities are regional 
systems serving nearly 2 million people living in Baltimore and the surrounding counties, 

" The Water Environment Federation (WEF) is a not-for-profit technical and educational organization of 33,000 
individual members and 75 affiliated Member Associations representing water quality professional around the world. 
Since 1928 WEF and its members have protected public health and the environment. As a global water sector leader, 
WEF's mission is to connect water professionals; enrich the expertise of water professionals; increase the awareness of 
the impact and value of water; and provide a platform for water sector innovation. 

The WateReuse Association is a not-for-profit organization that educates the public on the importance of water reuse 
and advocates for policy, laws and funding to increase alternative water supply development in communities across the 
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example states, including taxes that return to the federal government and the employment 
and output from that spending. 


Introduction 

You are examining a very important national issue today that is near to my heart - how we can 
address the burgeoning need for investment in our water infrastructure. Baltimore’s Mayor 
Stephanie Rawlings Blake appeared before this Committee’s Subcommittee on Water and Wildlife 
in February of 2012 to testify on the challenges of financing water infrastructure, using our 
Baltimore experiences to illustrate the need and to advocate for funding initiatives to address the 
growing problem of crumbling infrastructure and declining sources of funding. I would like to be 
able to state that progress is being made by communities in mitigating the impact of old and failing 
water infrastructure, but that is just not the case. These needs ^e an increasing burden on our 
citizens, particularly our most vulnerable populations. 

To give you a sense of the magnitude of the problem our Nation is facing, consider the statistics 
supporting the American Society of Civil Engineers (ASCE) Report Card issued in 20 IS"* that 
resulted in a D rating for water and for wastewater and stormwater infrastructure. 

• There are 170,000 drinking water systems in the U.S., with 54,000 of those systems serving 
more than 264 million people. 

• It is estimated that there are more than 1 million miles of water mains in the U.S. and over 
75% of these pipes are in need of repair. 

• An estimated 240,000 water main breaks occur each year. If the Nation’s most urgent 
replacement needs were spread over 25 years, the cost would be an estimated $1 trillion.^ 

• Furthermore, the ASCE estimates the infrastructure needs for the Far West, Great Lakes, 
Mid-Atlantic, Plains, and Southwest regions would cost each person living in those regions 
more than $1,000. 

• There are an estimated 700,000 to 800,000 wastewater pipes in the U.S., many of which 
were built after WWIl and are at the end of their useful life. 

• According to an EPA Clean Watersheds Needs Survey conducted in 2012, the capital 
investment need for wastewater for the Nation will need $271 billion over the next 20 years, 
but the report states that the data underestimates stormwater infrastructure needs by roughly 
$100 billion. 

• These needs are largely to address pipes, treatment systems, and federal stormwater 
requirements. 


United States. Our membership of water utilities, businesses, government agencies and not-for-profit organizations is 
dedicated to recycling water to ensure communities have a safe, reliable and cost-effective supply of water, which is 
necessary to sustain a high standard of living and robust economy. 

^ The full ASCE Report Card can be found at the following link: http://www.infrastructurer ep ortcard.orE/grades/ 

^ Source: American Water Works Association 
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I have been in the public water infrastructure business for more than 30 years so these statistics do 
not surprise me. Environmental obligations are competing with the maintenance of critical 
infrastructure for capital ftmds. But these underground systems have been kept in service well 
beyond their usefiil lives and have literally reached the breaking point - and emergency repairs cost 
more than planned replacement, not to mention the loss of treated water, customers and businesses 
without water, and the resulting property damage from breaks. 

My own City of Baltimore is faced with massive costs of more than $1.5 billion to comply with a 
Wet Weather Consent Decree, just under a billion dollars in nutrient removal facilities at our two 
wastewater treatment plants to help meet the Chesapeake Bay TMDL, an MS4 permit expected to 
cost us $200 million in stormwater improvements over the 5 year permit period, and more than 
$350 million to cover open finished water reservoirs. This is just a snapshot of the projects we 
must undertake to remain in compliance with some of Baltimore’s environmental obligations and 
does not include our efforts to extend the life of our underground systems. We consider ourselves 
good stewards of the environment and public health of our community and the Chesapeake Bay 
watershed, and take these obligations seriously. We are also tasked with maintaining and 
improving a large and aging system, which is equally important in many regards because if we do 
not maintain and improve the system, there may be eventual negative impacts upon our 
community’s public health and environment. 

As active members of the U.S. Conference of Mayors, we know the story is the same whether you 
live in Baltimore, Maryland; Lima, Ohio; or New York City. When it comes to the financial 
pressures of running modem water, wastewater and stormwater systems, Baltimore is not alone, but 
every community is on its own when it comes to financing the solutions. It is hard to convince your 
citizens and ratepayers to accept annual increases in water and sewer rates to comply with federal 
requirements when basic infrastructure is crambing. We need to be able to prioritize and balance 
our investments. 


Affordabil ity 

To say that Baltimore is not a wealthy city is a gross understatement. The Median Household 
Income (MHI) of Baltimore, a key indicator in how EPA looks at a community’s affordability, is 
$39,386. But if you examine the income distribution at the Census tract level, the income 
distribution of Baltimore is disproportionately skewed low, with MHI within these tracts well below 
the Citywide MHI. Twenty percent of households and 1 5 percent of families make less than 
$10,000 per year; 33 percent of households and 27 percent of families make less than $20,000 per 
year; and 45 percent of households and 39 percent of families make less than $30,000 per year. 
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Lessthan SlQ.OOOto S15,QD0to $2S,oaoto $35,OOOtQ S50>fflMto S75,OOQtQ SlOO.OOOto SlS0,00t)Eo $200,[X)Oor 

SIO.OOO $14,999 $24,999 $34,999 $49,999 $74,999 $99,999 $149,999 $199,999 more 


To add to these statistics, 26 percent of our population is living below the poverty line and 12 
percent is living at less than 50 percent of the poverty line. 

While these statistics are striking, the way that EPA has viewed affordability when considering 
enforcement initiatives since 1997 focused solely on a simple calculation based on MHI, In 2014 
EPA issued new guidance to the Regions which permitted regional staff to consider other relevant 
economic factors such as demographics, income distribution, and the holistic Clean Water Act and 
Safe Drinking Water Act needs of the jurisdiction. This guidance has opened the door for rational 
discussion about affordability and prioritization, with the potential to make sure we are doing what 
is best for our citizens, our infrastructure, and the environment. The true test now is making sure 
tliat jurisdictions and EPA walk through that door together. Change is always difficult and after 
decades of working within the same affordability framework, some regions are finding the change 
to the new approach challenging and prefcaing to return to the standard 1997 financial capability 
analysis. It is vital that all of the relevant data are considered regarding a jurisdiction’s ability to 
pay for projects is considered in enforcement actions and compliance timeframes. 

Pressures on ratepayers to support increased investments in wastewater iiiffastracture to meet 
regulatory obligations have lead WEF and other water associations to call upon the EPA to reassess 
its definition of affordability and allow for communities to have greater flexibility in their planning 
and funding priorities. WEF has taken a number of steps to assist communities with this problem. 
In 2014, WEF, AWWA and the US Conference of Mayors produced the “,As,sessiiig the 
,’kffordability of Federal Water Mandates” report in 2013 that recommended a number of policy 
changes to the EPA when assessing affordability capabilities for communities. The report 
recommended that the EPA should not solely focus upon MHI when assessing affordability, but 
should focus on households at the lower end of the income spectmm. The report also urged that 
other financial and budget liability pressures on the community should be factored into the EPA’s 
affordability assessment. 

WEF, AWWA and the US Conference of Mayors also released the .Affordability .Assessment Tool 
liji Federal W ater .Mandates to help communities consider factors affecting affordability and 
understand the implications of federal water mandates. The tool includes worksheets to help 
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communities accurately discern the burden of higher water bills on households at different income 
levels and with various demographic characteristics. 

Additionally, WEF, Associations of Metropolitan Water Agencies (AMWA), National Association 
of Clean Water Agencies (NACWA), National Association of Water Companies (NAWC), and 
Water Environment Research Foundation (WERE) are collaborating on a resource guide that 
examines ratepayer subsidy program models in use today with a specific focus on the constitutional, 
statutory, regulatory, and policy underpinning of these various models at the state and local levels. 
The report will provide state-by-state analysis of various subsidy programs available, the legal 
framework that support them, and the specific legal or regulatory barriers to the use of alternative 
rate structures that may be in existence. The resource guide will be published the by association to 
assist with the development of local, state, or federal assistance programs. 

In Baltimore, our poorer citizens are already feeling the strain of their water bills and with each 
passing year that stress is working its way into the pockets of our moderate income families. Our 
citizens cannot continue to sustain this trajectory of increases without some help. Several Members 
of Congress and water organizations, including WEF, have begun to consider the creation of a new 
ratepayer assistance program modeled after the successful Low Income Home Energy Assistance 
Program (LIHEAP). The conceived water bill assistance program would provide support to eligible 
low-income households similar to the way the LIHEAP program helps low-income households with 
their heating and cooling energy costs. This program concept warrants further examination by 
Congress as a potential tool to helping low-income ratepayers. 

WEF and WateReuse Association arc supportive of the EPA’s efforts to address financing 
challenges for communities dealing with affordability issues. The EPA’s Water inffastraemre 
Resilience and Finance Center (WfRFC) is compiling a compendium of successful ratepayer 
assistance programs across the country. WIRFC is providing technical assistance directly and 
through the EPA supported Environment Finance Centers to communities. WIRFC’s WaterCARE 
technical assistance grants to mid-sized communities to help them address local challenges they are 
having with financing infrastruemre investments, including affordability and financing. 

Another relatively new innovation is the integrated planning framework. First introduced by EPA 
in 2012, integrated planning, in theory, gives jurisdictions the ability to look holistically at their 
Clean Water Act obligations and evaluate them in terms of the environmental, social, and public 
health benefits that they provide, then prioritize the highest value projects. This systematic 
evaluation and prioritization allows a jurisdiction to weigh competing system needs, like aging 
infrastruemre and the new regulatory requirements, to come up with the best possible schedule to 
meet their needs. 

Since the beginning of the integrated plarming idea, jurisdictions like Baltimore have been asking 
EPA to allow us to include drinking water projects into this prioritization. EPA has been resistant 
to this idea, arguing that mandates based off of the Safe Drinking Water Act, in particular, should 
not be subject to prioritization because their public health impacts are too important to be weighed 
against anything else. However, as was most dramatically shown in Flint, Michigan recently, 
jurisdictions are forced every day to make decisions that balance affordability against system needs. 
Without a framework that gives appropriate weight to the public health considerations of drinking 
water projects, it is all too easy for things that are “out of sight, out of mind” to get pushed to the 
back of the list. I am happy to state that WEF and WateReuse Association support funding for the 
EPA’s Integrated Municipal Stormwater and Wastewater Planning Approach to help communities 
address affordability challenges. The President’s FY17 Budget request includes $6.5 million to 
support Integrated Planning pilot projects through this effort by the EPA. WEF is very supportive 
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of funding for pilot projects in the FY17 budget and similar efforts by the EPA to support integrated 
planning. 

Local jurisdictions understand their holistic system needs better than anyone, and 1 can confidently 
say that none of us are asking the federal government to come in and prioritize our projects for us. 
What we are asking is that EPA engage with us in a fact-based dialogue about all of our 
affordability issues, system needs, and public health priorities whenever we are discussing a new 
regulatory mandate or enforcement action. Every year science and technology advance to 
continually show us new things that we could be doing. While keeping up with the newest 
standards is important, new mandates, particularly new underfunded mandates, should be 
appropriately weighed against ongoing infrastructure needs like keeping pipes and plants in 
working order. While it is truer of some jurisdictions than others, no one ever has all of the money 
to do everything our engineers and planners would like us to do to keep our systems at their peak. 
In order to do the best we can with a financial burden our citizens can afford, we need EPA to 
engage with us in a dialogue about all of our competing priorities, not just hand out mandates. As 
our Mayor is fond of saying: “When everything is a priority, nothing is a priority.” 


Federal Funding for Infrastr ucture 

1 cannot think of a more important investment to be made than in our drinking water, our 
wastewater, and our stormwater systems. We sometimes forget that, even in their current state, 
many countries would love to have the water systems we enjoy. We established these systems 
many years ago to protect our people from outbreaks of cholera and other waterborne diseases. But 
a lot has happened since sanitary engineering first began shaping our water infrastructure. We 
know much more about the effects we humans and our activities have on our waterways and on 
public health. 

WEF’s members are the water professionals that run the wastewater and stormwater infrastructure 
in communities across the country and around the globe. WEF has long been supportive of federal 
funding to assist communities with maintaining and modernizing their wastewater and stormwater 
infrastructure. WEF’s members have made addressing our nation’s infrastructure funding 
challenges a top priority for the association. 

WEF and WateReuse Association is very supportive of full funding for existing infrastructure 
funding programs. The Clean Water SRf program is one of the most successful federal 
infrastructure funding programs ever and Congress must reauthorize it and increase the authorized 
fund levels to help address our national needs. Over the last three fiscal years, Baltimore has 
obtained $168,566,000 in low-interest loans through the Maryland SRF loan program, as well as 
$4,500,000 in Principal Forgiveness loans. Below market interest rate loans and Principal 
Forgiveness loans help make water and sewer rates more affordable for our City residents, many of 
whom are low-income. 

WEF and WateReuse Association recently joined with the American Public Works Association, 
Associations of Metropolitan Water Agencies, National Association of Clean Water Agencies, 
National Association of Counties, National League of Cities, National Association of Water 
Companies, U.S. Conference of Mayors, and Water Environment Research Foundations, on a letter 
to the House and Senate Appropriations Committees requesting that the FY17 Budget fund the 
Clean Water SRF and Drinking Water SRF at $2 billion each. The EPA’s recent Clean Water 
Needs Surveys estimated that the nation will need $27 1 billion over the next 20 years, but the report 
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states that the data underestimates stormwater infrastructure needs by roughly $100 billion. The 
EPA’s recent Drinking Water Needs Surveys estimated that the nation will need $384 billion over 
the next 20 years. Combined, the two surveys call for $655 billion over the next 20 years, which 
make the requested increase for the Clean Water SRF from $1.39 billion in FY16 to $2 billion in 
FY17 warranted and a justifiable increase by Congress. 

Additionally, Congress should pass legislation to reauthorize the Clean Water and Drinking Water 
SRF programs and increase the authorized funding levels. WEF and WateReuse Association 
support passage of S. 2583 by Sen. Ben Cardin to reauthorize the programs and increase their 
funding levels. A later portion of testimony includes further justification for increased funding. 

The Water Infrastructure Finance & Innovation Act (WIFIA) is another financing tool that 
Congress should provide significant funding for and support the full authorization of. WEF is 
extremely grateful to Chairman Inhofe and Ranking Member Boxer for their leadership in creating 
WLFIA in 2014, and the amendments to the program in 2015. To be clear, WEF and WateReuse 
Association are opposed to reducing funding for the SRF programs to fund the WIFIA program. 
Both programs are vital and must be fully funded. 

The FY17 Budget request letter that WEF co-signed with the other major water and municipal 
associations also requested that the WIFIA program be funded at the authorized level of $35 
million. The EPA has calculated a leveraging ratio of 1:60 for the WIFIA programs, which means 
that for every $1 in appropriation for the WIFIA program, the Treasury Departments will be able to 
loan $60 for infrastracture projects, A $35 million appropriation would equal $2,100,000,000 in 
loans and loan guarantees from the Treasury. Under the WIFIA program statute, the federal share of 
a project cannot exceed 49%, which means the combined federally backed loans and the local cost 
share will equal over $4.2 billion in infrastruemre investments. 

While the WIFIA program has yet to begin making loans and loan guarantees, WEF has received 
word of strong interest in the program for potential applicants. The program that Congress 
authorized in 2014 is a pilot program set to sunset after FY19, which means that if Congress 
appropriates funding for the program in FYI7, there will only be three fiscal years to provided 
funding for infrastructure investments and for Congress to evaluate the effectiveness of the 
program. WEF urges Congress to make permanent the WIFIA program and authorize 
appropriations for the program at the authorized FY19 level of $50 million going forward. 

Additionally, other important existing federal funding programs should continue to provide support 
for water and wastewater infrastructure investments. The United States Department of Agriculture 
Rural Assistance Programs, particularly the Water and Waste Disposal Loan and Grant Program, is 
an important source of funding and financing for rural communities. 

The Bureau of Reclamation Title XVI program identifies and investigates opportunities to reclaim 
and reuse wastewaters and naturally impaired ground and surface water in the 17 Western States 
and Hawaii. Title XVI includes funding for the planning, design, and construction of water 
recycling and reuse projects, on a project specific basis, in partnership with local government 
entities. Since 1992, approximately $639 million in Federal cost-share has been leveraged with 
more than $2.4 billion in non-Federal funding to design and construct water recycling projects. In 
2014, an estimated 378,000 acre-feet of water was recycled through Title XVI projects. WEF, 
WateReuse, and the other water and municipal associations that signed onto the FY17 Budget 
request letter to Congress referred to earlier in this testimony, have requested that the Title XVI 
program be funded at $23,365 million in FYI7, 
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WEF and WateReuse Association are strongly opposed to any efforts to change tax deductibility 
levels that may affect tax-exempt mimicipal bonds. Proposals in Congress and in the President’s 
FY17 Budget proposal would have extremely harmful impacts upon the appeal and issuance of tax- 
exempt municipal bonds. Tax-exempt municipal bonds fund over 80% of water infrastructure 
investments, of which approximate 50% of the bonds arc purchased by individuals directly or 
through mumal funds*’. Any efforts to change the way tax-exempt municipal bonds work should be 
rejected by Congress, 


Recent Findinss of Economic Benef its Analysis of Federal SRF Funding 

Note that when 1 speak about water infrastructure I use the word “investment” because smart, 
prioritized capital projects and asset management foster a healthy and sustainable environment 
AND economy. It has long been debated on Capitol Hill and among supporters of the SRF 
programs that the scoring for the programs do not fully reflect the complete economic benefits of 
federal funding of the programs. This Committee recognized this inconsistency in the budget 
scoring of the SRF programs, and asked WEF and WateReuse Association to look into a more 
accurate calculation of the tax revenues generated by federal SRF funding as it passes through the 
economy. For this hearing, WEF and the WateReuse Association contracted a team of economists 
to conduct a quick analysis of the economic benefits. Although the time to complete the analysis 
was very limited, the findings are significant. The full analysis is still being completed and will be 
submitted to the Committee for the record. 

The analysis estimated economic impact of SRF spending in four example states, including taxes 
that return to the Federal government, and employment and output that the spending generates, The 
four states chosen were California, Maryland, Ohio, and Oklahoma, which represent a good cross 
section of states across the nation, representative of geographic size and population size, cost of 
living, rural and urban populations, and general age of infrastructure. 

The model for the analysis was based upon the IMPLAN’ economic model to estimate the impact 
of SRF spending on output, labor income, jobs and Federal tax revenues in the four states. 
IMPLAN captures the effect of spending as it ripples through the economy, and is very commonly 
used economic model across all sectors of the economy. For example, utility spending of SRF 
funds results in direct spending on construction contractors (known as the direct effect). 'Fhe 
construction contractor then re-spends this money on goods and services in the economy that it 
needs to operate its business (the indirect effect). Direct and indirect spending generate 
employment, creating additional income for households that generates even more spending (the 
induced effect). The total economic impact is the sum of direct, indirect and induced effects. This 
generates federal, state and local tax revenues. 

To model SRF spending in IMPLAN, the analysis used recent total state SRF spending in each state 
averaged over 2012-2014. This is equivalent of modeling a doubling of current level of SRF 
expenditures in each state. The data was obtained from EPA’s National Infonnation Management 
System Performance Reports for clean water and drinking water infrastmeture needs. The EPA’s 


*' The Impacts of Proposals to Scale Back or Eliminate Tax-Exempt Municipal Bond Financing On Public Drinking 
Water & Wa,stewater Systems, N.'XCWA & AMWA, July 2013 

’ The IMPLAN economic model was originally developed by the TJ.S. Forest Service in 1972. It is used by thousands 
of federal, state and local government agencies to help make informed decisions and assess the potential impacts of 
policy and tax decisions on the economy. 
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National Information Management System Performance Reports is the data source for the Clean 
Water Needs Survey and Assessment and Drinking Water Needs Survey and Assessment reports. 

For this analysis, the data was used to allocate the total SRF spending in each state across different 
project types based on the level of need in each needs category in the 2011 Clean Water and 
Drinking Water needs survey. The analysis then mapped the spending associated with the different 
needs categories into IMPLAN sectors. For example, for each needs category, a percentage of 
spending was allocated to IMPLAN sectors such as construction, heavy equipment, pipe, 
engineering and design services, local govemment/water utilities, and other categories. 

The results of the analysis were significant and show that federal investments in water and 
wastewater infi'astructure through the SRF programs have meaningful benefits to the economy, U.S. 
Treasury, and households across the nation. 

Result s 

SRF spending generates Federal tax revenues. 

• Total (state and federal) annual SRF spending in the four states has averaged SI. 46 billion. 
This generated $234 million of Federal tax revenues. Therefore, every million of SRF 
spending is estimated to generate $160,000 in Federal taxes from those states. This does 
not inelude tax revenues generated by indireet spending by firms in other states (other than 
CA, OH, MD and OK). The model is not able to capture indirect spending that a contractor 
and firm may take out of CA, OH, MD or OK, and spend in a way that would generate more 
Federal taxes. 

• When compared only to the federal portion of SRF spending, which accounts for 23% of 
total spending, every $1 million of federal spending generates $695,000 in Federal taxes 
from those states.^ 

In addition to tax revenues, spending results in increased in employment and labor income in the 
four states. 

• On average, 14 jobs are generated in these four states for each million dollars in SRF 
spending. Plus, additional jobs are likely created by indirect .spending in other states. 

• SRF spending generates high paying jobs - each job is estimated to bring about $60,000 in 
labor income. 

SRF spending generates output in the state economies. 

• Every million dollars of SRF spending results in $2.25 million dollars in output for the 
states’ economies, on average. 


Conclusio n 

1 have touched upon just some of the water infrastructure challenges we at the local government 
level are faced with, and some of the remedies we believe will help lessen the financial impact on 


This view compares the same amount of tax^ generated from SRF spending but compares it only to the federal 
portion of the total spending. 
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our citizens, particularly those who have so little income to spare. Full federal funding for this 
infrastmcture through such programs as the SRFs and WIFIA will help us begin to make inroads in 
our water and wastewater needs. As shown in the WEF and WateReuse study, these program 
investments should not be seen as just another item on the expense side of the federal government 
ledger. Investing in water infrastructure delivers environmental, public health and economic 
benefits critical to the health and safety of our country. 

Thank you Mr. Chairman and Committee Members for your kind attention. I would be happy to 
answer any questions you may have. 
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Executive Summary 

The Clean Water and Drinking Water State Revolving 
Fund programs are considered to be among the most 
successful infrastructure funding programs adminis- 
tered by the federal government and implemented by 
States. They have provided billions of dollars in lo\w-in- 
terest loans for thousands of projects, This investment 
has improved public health and the environment and 
currently supports part of the needed continuing efforts 
by communities ail across the United States to provide 
safe drinking water and wastewater treatment to millions 
of Americans. However, substantially higher investments 
are needed if we are to maintain and increase our infra- 
structure's ability to keep up with the demands of our 
population and economic development. 

The Water Environment Federation (WEF) and Wa- 
teReuse Association recently conducted an analysis to 
estimate the economic impact of proposed increased 
SRF appropriation levels, including taxes that return to 
the federal government, and employment and eco- 
nomic output that the spending generates. This study 
shows that for every federal dollar of federal SRF spend- 
ing, 21.4% is returned to the federal government in the 
form of taxes. The study also shows that federal SRF 
allocations account for approximately 23% of total SRF 
spending, which also includes state matching funds and 
funds from state program loan repayments. Thus, the 
proposed $34.7 billion federal allocation will leverage an 
additional $116.2 billion in state spending {$151 billion 
total). Therefore, together, the proposed federal allo- 
cations and state SRF program funds will result in $32.3 
billion in federal tax revenue. Thus, when leveraged 
state program funds are taken into account, every dollar 
of federal SRF spending results in $0,93 in federal tax 
revenue. The study also shows increased employment 
and labor income as well as increases in total economic 
output. This report summarizes the study findings and 
output of the economic model. 



99 


The Economic, Job Creation, and Federal Tax Revenue 
Benefits of Increased Funding for the State Revolving 
Fund Programs 


The Water Environment Federation (WEF) and 
WateReuse Association recently conducted an 
analysis to estimate the economic impact of proposed 
increased federal Drinking Water (DW) and Clean 
Water (CW) State Revolving Fund (SRF) appropriation 
levels, including taxes that return to the federal 
government, and employment and economic 
output that the spending generates. The increased 
funding levels modeled in this analysis are intended 
to reflect proposals in Congress to increase the SRF 
appropriations levels for fiscal years (FYs) 2017 through 
2021. The chart below reflects recent fiscal year 
appropriations and proposed increased amounts. 


FY 

CWSRP 

DWSRF* 

2010 

$2,100 

$1,387 

2011 

$1,522 

$963,1 

2012 

$1,466 

$917.9 

2013 

$1,376.1 

$861.3 

2014 

$1,448.9 

$906.9 

2015 

$1,448.9 

$906.9 

2016 

$1,394 

$863 

2017 

$3,200 

$1,500 

2018 

$3,200 

$2,000 

2019 

$3,600 

$2,000 

2020 

$4,000 

$3,200 

2021 

$6,000 

$6,000 


*in millions 


State Revolving Fund Programs 

The CW and DW SRF programs are considered to 
be among the most successful infrastructure funding 
programs administered by the federal government. 
Since their creation, the programs have provided more 
than $135 billion in low-interest loans for over 47,000 
projects at a cost of approximately $55 billion to the 
federal government. As a direct result of these invest- 
ments in drinking water and wastewater infrastructure, 
the public health of communities and the quality of 
the environment have improved significantly. 85% of 
Americans get their drinking water from public wa- 
ter systems, Over 73% of Americans are on publicly 
owned wastewater treatment systems that return clean 
water back into the environment. 

Nonetheless, the nation's drinking water, wastewater, 
and stormwater infrastructure needs to remain in com- 
pliance with regulatory standards exceed the funding 
levels being currently provided by the SRF programs 
and other infrastructure funding sources. The recent 
"U.S. Environmental Protection Agency Clean Water 
Needs Survey" estimated that the nation will need 
$271 billion over the next 20 years for wastewater and 
stormwater infrastructure, but the report states that 
the data underestimates stormwater infrastructure 
needs by roughly $100 billion. EPA's recent "Drinking 
Water Needs Survey" estimated that the nation will 
need $384 billion over the next 20 years, Combined, 
the two surveys call for $655 billion over the next 20 
years, which equals $32.75 billion per year, for commu- 
nities to remain in compliance with the Clean Water 
Act and Safe Drinking Water Act. 

As a result, communities across the nation and the 
organizations that represent them in Washington, DC, 
are calling on Congress to significantly increase the 
funding amounts for the SRF programs in order to 
help protect public health, the environment, and the 
nation's economic growth. To help Congress better 
understand the potential impacts of increasing the ap- 
propriations levels for the SRF programs, WEF and Wa- 
teReuse Association conducted an analysis of how SRF 
spending ripples through the economy and effects the 
federal treasury, 
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Results 

SRF spending generates federal tax revenues: 

• The total proposed federal allocations for 2017 
through 2021 amount to $34.7 billion {2016 USD}, 
including $14.7 billion forthe DWSRF and $20.0 
billion forthe CW SRF. This generates $7,43 billion of 
federal tax revenues. Thus, for every federal dollar 
of federal SRF spending, 21.4% is returned to the 
federal government in the form of taxes. 

• Federal SRF allocations account for approximately 
23% of total SRF spending, which also includes state 
matching funds and funds from state program loan 
repayments. Thus, the proposed $34.7 billion feder- 
al allocation will leverage an additional $116.2 billion 
in state spending ($151 billion total). 

• Together, the proposed federal allocations and 
state SRF program funds will result in $32.3 billion 
in federal tax revenue. Thus, when leveraged state 
program funds are taken into account, every dollar 
of federal SRF spending results in $0.93 in federal 
tax revenue.’ 

SRF spending results in increased employment 
and labor income: 

• On average, 16.5 jobs are generated for every million 
dollars in SRF spending. The proposed $34.7 billion 
federal allocation will result in 506,000 jobs. 

• SRF spending generates high-paying Jobs - each 
job is estimated to bring about $60,000 in labor 
income, 

SRF spending generates output in the U.S. 
economy: 

• Every million dollars of SRF spending results in $2.95 
million in output for the U.S. economy. Thus, the 
proposed $34.7 billion federal allocation will gener- 
ate $102.7 billion in total economic output. 

Methodology 

The analysis used the IMPLAN economic model to 
estimate the impact of SRF spending on output, labor 
income, jobs, and federal tax revenues. The IMPLAN 
economic mode! was originally developed by the U.S. 
Forest Service in 1972, It is used by thousands of feder- 
al, state, and local government agencies to help make 
informed decisions and assess the potential impacts of 
policy and tax decisions on the economy. 
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IMPLAN captures the effect of spending as it ripples 
through the economy. For example, utility spending of 
SRF funds results in direct spending on construction 
contractors {direct effect). The construction contrac- 
tors then spend this money on goods and services that 
they need to operate their businesses (indirect effect). 
Direct and indirect spending generate employment, 
creating additional income for households that gen- 
erates even more spending (the induced effect). The 
total economic impact is the sum of direct, indirect, 
and induced effects. This generates federal, state, and 
local tax revenues. 

To model federal SRF spending in IMPLAN, the analy- 
sis assumed that the proposed SRF allocations for 2017 
through 2021 would be spent over a 10-year period, 
from 2017 to 2026. The analysis estimated the percent- 
age of spending that will occur each year based on the 
relationship of allocation and spending developed by 
the Congressional Budget Office forthe 2009 Water 
Infrastructure Financing Act. The federal funding levels 
modeled were derived from amounts being consid- 
ered by the U.S. Senate Environment and Public Works 
Committee in April 2016 as the Committee was devel- 
oping a bi-partisan provision for the Water Resources 
Development Act of 2016 to reauthorize and increase 
the funding levels for the CW and DW SRF programs. 

The analysis allocated annual SRF spending across 
different project types based on the level of need 
estimated for each needs category in the 2011 DW 
and CW needs survey. The analysis then mapped the 
spending associated with the different needs catego- 
ries into IMPLAN sectors. For example, for each needs 
category, a percentage of spending was allocated to 
IMPLAN sectors such as construction, heavy equip- 
ment, engineering and design services, and local 
government/water utilities, 

Other proposals have been introduced in Congress 
to increase the CW and DW SRF programs by larg- 
er amounts than those considered in this study. The 
results from this analysis can be scaled up (or down) to 
other proposed funding levels because the ratios of 
spending to job creation, tax revenues, and economic 
output are the same with larger (or smaller) proposed 
funding levels.^ 


1 This view compares the same amount of taxes generated from SRF spending 
but compares it only to the federal portion of the total spending. This leveraging 
assumes that the state program would not exist without the federal SRF grants and 
therefore can be counted as a result of the federal funding. 

2 IMPLAN does not assume limits to the availability of capita! and labor in the 
economy. Such limits would lessen the overall output and tax 'mpact. However, the 
results arc generally scalable forthe levels of spending considered in this analysis 
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Economic impacts of proposed federal SRF allocations 

Tables 1 through 3 present the economic impacts associated with the proposed federal 
SRF allocations, as follows: 

• Table 1 presents the employment, labor income, value added, and output generated by direct SRF spending 

• Table 2 shows the federal tax revenues associated with this additional economic activity. 

• Table 3 shows the federal tax revenues generated in each year that SRF spending occurs, including taxes 
generated by federal spending, as well as the taxes generated by leveraged state funds. 


Table 1. Economic impacts of proposed federal SRF allocations, 2016 USD^ 


This table shows the IMPLAN model summary output. Results are in 2016 USD (i.e., not adjusted for infla- 
tion). They can be compared to a total spending of $30.67 billion in 2016 USD values. 

Impact Type 

Employment 

Labor Income 

Value Added 

Output 

Direct Effect 

192,881 

12,500,589,181 

14,549,393,251 

30,665,164,969 

Indirect Effect 

130,427 

8,382,231,696 

13,427,012,681 

29,513,529,280 

Induced Effect 

182,241 

9,430,294,277 

16,548,253,569 

30,369,921,220 

Total Effect 

505,549 

30,313,115,154 

44.524,659,501 

90,548,615,469 


a. Economic impacts arc relative to S.10.67 billion in spending in 2016 USD 


Table 2. Federal tax revenues generated by federal SRF spending, Millions, 2016 USD 

This table presents the direct tax revenue.s associated with SRF spending. It shows that the S30.67 billion (2016 USD) in federal 
allocations would generate $6,55 billion in federal tax revenues. Thus, every dollar of federal spending results in S0.21 returned 


in federal taxes. | 

Description 

Employee 

Compensation 

Proprietor 

Income 

Tax on Production 
and Imports 

Households 

Corporations 

Corporate Profits Tax 

Personal Tax: Income Tax 




$2,351,139,140 

$833,250,299 

Social Ins Tax- Employee 
Contribution 

$1,446,015,898 

$216,313,818 




Social Ins Tax- Employer 
Contribution 

$1,423,912,866 





Tax on Production and Imports; 
Custom Duty 



$71,454,817 



Tax on Production and Imports: 
Excise Taxes 



$192,525,724 



Tax on Production and Imports: 
Fed Non-Taxes 



$20,306,195 



Total Federal Tax, by category 

$2,869,928,764 

$216,313,818 

$284,286,737 

$2,351,139,140 

$833,250,299 

Total Federal Tax 





S 6,554,918,758 | 


4 
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Table 3. Federal tax revenues generated by federal SRF allocations and state-leveraged funding, adjusted 
to account for inflation {nominal USD) 


This table presents federal tax revenues generated by both federal and state SRF spending. Results are shown in nominal 
dollars, meaning they are re-inflated to represent actual results in a given year. The third column shows that the $34.7 billion 
(nominal) that the federal government has allocated to SRF will generate federal tax revenues from federal and state spend- 
ing of approximately S32.3 billion. Thus, for every dollar that the federal government spends, they receive $0.93 back in 
federal tax revenues. This assumes that the state SRF funds would not otherwise be spent in the U.S. economy. 

Year 

Federal tax revenues generated by federal spending 

Federal tax revenues generated by feder- 
al spending and state leveraged funds - 

2017 

$90,883,055 

$395,143,719 

2018 

$340,322,764 

$1,479,664,191 

2019 

$668,219,111 

$2,905,300,483 

2020 

$948,018,834 

$4,121,821,017 

2021 

$1,232,630,570 

$5,359,263,348 

2022 

$1,470,389,711 

$6,392,998,744 

2023 

$1,297,800,622 

$5,642,611,399 

2024 

$803,522,855 

$3,493,577,629 

2025 

$389,077,167 

$1,691,639,858 

2026 

$190,874,408 

$829,888,728 

Total tax impact 

$7,431,739,097 

$32^30,909417 


Economic impacts per 1 million dollars of SRF spending 

Tables 4 through 6 present the economic impacts associated with $1 million of SRF 
spending, as follows: 

• Table 4 presents the employment, labor income, value added, and output generated per 
$1 million in direct SRF spending 

• Table 5 shows the federal tax revenues associated with this additional economic activity. 

• Table 6 shows the federal tax revenues generated in each year that SRF spending occurs, 
including taxes generated by federal spending, as well as the taxes generated by lever- 
aged state funds. 


Table 4. Economic impacts per $1 million of SRF spending, 2016 USD’’ 

This table shows model results per $1 million of SRF spending. There are not inflation effects in these 


result because we have normalized the results to reflect Impact per $ 1 million 


Impact Type 

Employment 

Labor Income 

Value Added 

Output 

Direct Effect 

6.3 

$ 407,648 

$ 474,460 

$ 1,000,000 

Indirect Effect 

4.3 

S 273,347 

$ 437,859 

$ 962,445 

Induced Effect 

5.9 

$ 307,525 

S 539.643 

S 990,372 

Total Effect 

16.5 

S 988,520 

S 1,451,962 

52,952,817 


5 
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Table 5. Federal tax revenues generated by $1 million of SRF spending, 2016 USD 


This table presents the direct tax revenues ^sociated with SI million in SRF vspending. It shows that every million dollars 
in federal or state SRF spending generates 5213,758 in direct federal tax revenues. 

Description 

Employee 

Compensation 

Proprietor 

Income 

Tax on Pro- 
duction and 
Imports 

Households 

Corporations 

Corporate Profits Tax 

Personal Tax: Income Tax 

Social Ins Tax- Employee Contribution 

$ 47,155 

5 7,054 


$ 76,671 

527,173 

Social Ins Tax- Employer Contribution 

546,434 





Tax on Production and Imports: 

Custom Duty 



$ 2,330 



Tax on Production and Imports: 

Excise Taxes 



S 6,278 



Tax on Production and Imports: 

Fed Non-Taxes 



$662 



Total Federal Tax, by category 

S 93,589 

S 7,054 

$9,271 

$76,671 

$27,173 

Total Federal Tax 





$213,758 


Table 6. Federal tax revenues generated by $1 million 
and corresponding state-leveraged funds 

in federal SRF spending 


Federal SRF allocations account for 23% of total SRF spending, while state matching funds and funds from state pro- 
gram loan repayments account for 77%. Thus, the proposed S34.7 billion federal allocation will leverage an additional 
$116. 2 billion in state spending (SI 51 billion total). Together, the proposed federal allocations and state SRF program 
funds will result in 532.3 billion in Federal tax revenue. Thus, as shown below, when leveraged state program funds are 
taken into account, every million dollars of federal SRF spending returns $929,382 in tax revenue to the federal govern- 

ment. 





Description 

Employee 

Compensation 

Proprietor 

Income 

Tax on Pro- 
duction and 
Imports 

Households Corporations 

Corporate Profits Tax 




$118,141 

Personal Tax: Income Tax 




$333,354 

Social Ins Tax- Employee Contribution 

$205,022 

$30,670 



Social Ins Tax- Employer Contribution 

$201,888 




Tax on Production and Imports; 

Custom Duty 



S 10,131 


Tax on Production and Imports: 

Excise Taxes 



$ 27,297 


Tax on Production and Imports: 

Fed Non-Taxes 



$ 2,879 


Total Federal Tax, by category 

$ 406,910 

S 30,670 

S 40,307 

$ 333,3.54 $118,141 

Total Federal Tax 




$ 929,382 
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For more information, please contact Steve Dye at 
sdye@wef.org, or at (202) 246-1070, ian Wolf at iwolf@ 
watereuse.org, or at (571) 445-5504, or Claudio Ternie- 
den at cternieden@wef.org, or at (703) 684-2416. 


Prepared in participation with: 



BOLD THINKERS DRIVING 
REAL-WORLD IMPACT 


The Water Environment Federation (WEF) is a not- 
for-profit technical and educational organization 
of 33,000 individual members and 75 affiliated 
Member Associations representing water quality 
professional around the world. Since 1928 WEF 
and its members have protected public health and 
the environment As a global water sector leader, 
WEF's mission is to connect water professionals; 
enrich the expertise of water professionals; increase 
the awareness of the impact and value of water; 
and provide a platform for water sector innovation. 

The WateReuse Association is a not-for-profit 
organization that educates the public on the 
importance of water reuse and advocates for policy, 
laws and funding to increase alternative water 
supply development in communities across the 
United States. Our membership of water utilities, 
businesses, government agencies and not-for- 
profit organizations is dedicated to recycling water 
to ensure communities have a safe, reliable and 
cost-effective supply of water, which is necessary 
to sustain a high standard of living and robust 
economy. 
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Senator Inhofe. Thank you, Mr. Chow. 

Robert Moore, from Madill, Oklahoma, is representing the Na- 
tional Rural Water Association. 

Robert. 

STATEMENT OF ROBERT MOORE, GENERAL MANAGER, MAR- 
SHALL COUNTY WATER CORPORATION, MADILL, OKLA- 
HOMA, ON BEHALF OF THE NATIONAL RURAL WATER ASSO- 
CIATION 

Mr. Moore. Good morning. Senator Inhofe and members of the 
committee. I am Robert Moore from rural Oklahoma. I am a Gen- 
eral Manger of the Marshall County Water Corporation. I am rep- 
resenting all small and rural community water and wastewater 
suppliers today through my association with both Oklahoma and 
the National Rural Water Associations. 

Our member communities have the very important public re- 
sponsibility of complying with all Federal regulations and for sup- 
plying the public with safe drinking water and sanitation every 
second of every day. Most all water supplies in the U.S. are small. 
Ninety-four percent of the country’s 51,000 drinking water supplies 
serve fewer than 10,000 people. 

I want to acknowledge that rural America is very appreciative of 
you. Senator Inhofe, for standing up for rural communities on envi- 
ronmental issues. Your actions have improved the lives of all rural 
families, and the environment and the public health in rural USA. 

Small and rural communities often have more difficulty pro- 
viding safe, affordable water due to our limited economies of scale. 
While we have fewer resources, we are regulated to the exact same 
manner as large communities. In 2016, there are rural commu- 
nities in the country — and even in my county — that still do not 
have access to safe drinking water or sanitation due to the lack of 
density or the lack of funding. 

I am what you would call a working general manager. Much of 
my day is spent in the field repairing water lines, operating back- 
hoe dump truck, helping conduct routine maintenance on our dis- 
tribution system. If someone in the community loses water in the 
middle of the night, the emergency call gets forwarded to my cell 
phone at home. 

But Marshall County Water has a similar story to tell, such as 
many other rural and small water suppliers. We were started to 
provide the first water service to rural communities that had lim- 
ited access to water or marginal water wells. In 1972, we began op- 
erations to supply water to about 800 farms and ranches. The Fed- 
eral Government provided that funding to begin and later expand 
our water service through low interest loans from USDA. We now 
serve approximately 15,000 customers through a little over 6,000 
taps. 

In crafting water infrastructure funding policy, we urge Congress 
to consider the following. First, local communities have an obliga- 
tion to pay for their water infrastructure, and Federal Government 
should only subsidize water infrastructure when the local commu- 
nity can’t afford it and there is a compelling Federal interest, such 
as public health, compliance, or economic development. 
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We have recently been denied a $3 million USDA low interest 
loan for a 15-mile raw water line. USDA determined that we could 
afford a commercial loan from a bank and did not need the Federal 
taxpayer to subsidize our water infrastructure. 

The USDA and EPA SRF funding programs achieve this prin- 
cipal objective by requiring that Federal subsidies be targeted to 
communities most in need. One of our concerns with the new 
WIFIA program is that it lacks any needs-based targeting, credit 
elsewhere means-testing, or focus on compliance issues. This year’s 
EPA budget request decreased funding for SRFs and substantially 
increased funding request for the WIFIA program. This gives the 
appearance that limited Federal water subsidies are being moved 
from programs targeted to the neediest communities to the commu- 
nities with less need. 

Second, all EPA water funding programs should primarily be 
dedicated to the compliance issues with EPA Federal mandates and 
standards. 

Third, profit-generating water companies should not be eligible 
for Federal taxpayer subsidies. 

In closing, please know that the SFRs have no limitation on size 
or scope of a water project and can currently leverage Federal dol- 
lars to create a much larger loan portfolio. Oklahoma currently op- 
erates a water fund which leverages dollars at a 1 to 10 ratio. Ac- 
cording to EPA, most SRF funding is allotted to large communities. 
A simple review or projects funded by the SFRs included in my tes- 
timony show numerous projects funded that cost over $50 million, 
and some over $1 billion. 

Thank you all for your assistance and for this opportunity. I 
would be happy to answer questions. 

[The prepared statement of Mr. Moore follows:] 
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Marshall County Water Corporation 
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TESTIMONY OF 

Robert Moore 

GENERAL MANAGER 

Marshall County Water Corporation (Oklahoma) 

ON BEHALF OF THE 

Oklahoma Rural Water Association 

AND THE 

National Rural Water Association 

BEFORE THE U.S. SENATE 

Committee on Environment and Public Works 

APRIL?, 2016 


"The Federal Role in Keeping Water and Wastewater Infrastructure Affordable" 


Good morning Senator Inhofe and Members of the Committee. I am Robert Moore from 
rural Oklahoma, I am the general manager of the Marshall County Water Corporation. We are 
a non-profit drinking water suppiy organization providing drinking water to ali of Marshali County 
and portions of Johnson, Carter, and Love counties. We have two surface wafer treatment 
faciiities that service a popuiation of approximately 15,000 people. 

I am representing aii smaii and rurai community water and wastewater supplies today 
through my association with both the Oklahoma and National Rural Water Associations. Our 
member communities have the very important pubiic responsibiiity of compiying with ali 
applicable regulations and for supplying the public with safe drinking water and sanitation every 
second of every day. Most all water supplies in the U.S. are small; 94% of the country’s 51 ,651 
drinking water supplies serve communities with fewer than 10,000 persons, and 80% of the 
country’s 16,255 wastewater supplies serve fewer than 10,000 persons. 

/ want to acknowledge that rural America is very appreciative to you, Senator inhofe, for 
standing up for rural communities on environmental issues. Your actions have improved the 
lives of all rural families and also led to improvements in the environment and public health in 
rural USA. Specifically, your leadership on critical water funding has ensured that federal 
regulations don't have an adverse impact on people, that technical assistance is provided to 
allow compliance with EPA rules, and that on-site education is available to show how to protect 
the safety of the public's water throughout rural and small towns in every state. 


1 
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The small community paradox in federal water policy is that while we supply water to a 
minority of the country’s population, small and rural communities often have more difficulty 
providing safe, affordable drinking water and sanitation due to limited economies of scale and 
lack of technical expertise. Also, that while we have fewer resources; we are regulated in the 
exact same manner as a large community, we outnumber large communities by a magnitude of 
10-foid, and federal compliance and water service is often a much higher cost per 
household. In 2016, there are rural communities in the country that still do not have access to 
safe drinking water or sanitation due to the lack or density or lack of funding. Included with my 
written testimony are recent news profiles of communities that lack basic drinking water access 
(Appendix A). Our association's mission has been to expand water service to these 
communities and to assist existing water utilities with compliance and maintain safe and clean 
water service. 

In addition to the management, finances and governance of the utility, I am what could 
be called a “working" general manager. Much of my day is spent in the field boring and 
trenching water lines, operating the loader and dump truck or conducting all the routine 
maintenance on the distribution system. If someone in my community loses water service from 
some emergency situation in the middle of the night, the emergency call gets forwarded to my 
house. When that occurs, and it does, I have to wake up my operators and we go out and fix 
the problem. That means we have to operate the backhoes, dig up the broken lines, get in the 
trench and repair the break and back-fill and fix the excavation. 

Marshall County Water has a similar story to many other rural and small town water 
supplies. We were started to provide the first water service to rural communities that had limited 
access to water or marginal well water. In 1972, we were started to supply water to about 800 
farms and ranches. My grandfather’s ranch was one of those first 800 ranches that got water in 
1972. Like many of first 800 users, my grandfather was Choctaw and was granted a small 
amount of land to farm as part of the 1 907 Oklahoma Enabling Act. Before 1 972 and the 
availability of public water service, he and everyone else in rural Marshall County relied on 
limited well water that contained high concentrations of sulfur for their livelihood. The federal 
government provided the funding to begin and later expand our water service through low 
interest loans from the U.S. Department of Agriculture (USDA), This assistance has resulted in 
a great improvement in public health, quality of life, and economic development in the 
area. The citizens of Marshall County are grateful for this assistance. But we are currently 
indebted to USDA for approximately 12 million dollars. Marshall County Water currently needs 
additional water infrastructure funding. We need three million dollars for a new 15 mile raw 
water pipeline that will allow us to meet our demand. Marshall County Water is governed by a 
seven member board of volunteer directors that consist of four farmers/ranchers, a banker, a 
state government employee, and a preacher. 

Like my community, many small and large communities in the country are in need of 
water infrastructure funding. However, before making recommendations on federal 
infrastructure funding policies, it should be clear that lack of funding is no excuse for poor 
governance or management of a public water supply. Much of the national focus on water is 
currently viewed through the crisis in Flint, Michigan. In that case, there was no call for funding 
to prevent the specific lead contamination that occurred before it happened. Whoever was in 
charge of making those decisions in Flint believed the water was going to be safe. That turned 
out to be wrong, but it was those management and governance decisions that led to the current 
situation, not any identified lack of funding. No matter how dire our funding situation, we would 
never knowingly allow for unsafe drinking water to be provided to the public. In the aftermath of 
the Flint crisis, the public should know that they are the guarantor of the safety of their public 
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drinking water through their iocai governments. The pubiic owns and operates their pubiic 
drinking water suppiy and is responsibie for its safety. Every day, someone who works for your 
iocai community is making second-to-second decisions about adding essential purifying 
chemicals, killing pathogens, watching for changes in complex water delivery systems, and 
keeping your family's drinking water safe because that is what they want to do. Local 
government only exists to protect the public and it is the most accountable and representative 
body to (and of) the public. Flint should serve as a wake-up call for the public to support and 
participate in their local government and accept responsibility for its operation. 

We can't advise Congress on what is the appropriate amount of federal financial aid for 
water infrastructure in the context of the current federal budget constraints. However, there is 
currently more demand for federal water infrastructure funding than supply. Much of the 
demand is created by the financial burden of federal unfunded mandates. In crafting federal 
water infrastructure funding policy, small and rural communities urge Congress to consider the 
following four policy principles - and two observations - based on their merit. 

First, local communities have an obligation to pay for their water infrastructure and the 
federal government should only subsidize water infrastructure when the local community can’t 
afford it and there is a compelling federal interest such as public health, compliance or 
economic development. I mentioned earlier that my community is in need of a three million 
dollar funding package to build a transmission line. We have been denied a federally 
subsidized loan because the federal agency determined that we could afford to obtain a 
commercial loan from a bank and did not need the federal taxpayer to subsidize our water 
infrastructure. We are currently in the process of obtaining a commercial loan from our local 
banker to complete the project. This loan will have a 4,9 percent interest rate. We would have 
preferred a federally subsidized loan with a lower interest rate, but we understand that if we can 
afford the project on our own, the rest of the county should not subsidize our water system. 

Some federal programs like the U.S. Department of Agriculture water infrastructure 
program contain this needs-based criterion. USDA calls this the “credit elsewhere" 
criterion. The state revolving loans achieve this principled objective by requiring that federal 
subsidies be targeted to the communities most in need based on their economic challenges 
combined with the public health necessity of the project. One of our concerns with the new 
Water Infrastructure Finance and Innovation Act (WIFIA) is that it lacks any needs-based 
targeting, credit elsewhere means-testing, or focus on improving public health or compliance. In 
fact, WIFIA subsidies are limited to communities that have good credit (33 USC § 3907), thus 
precluding WIFIA subsidies from addressing the country's most needy water problems including 
Flint, border colonias, and other low-income communities with contaminated drinking water 
(Appendix A). This year’s EPA budget request has a precipitously decreased funding request 
for the state revolving funds (SRFs) and a substantially increased funding request for the WIFIA 
program. Could the funding for WIFIA have been dedicated to the SRFs? This analysis 
answers the question of competition between the two water funding programs. Also, this gives 
the appearance that limited federal water subsidies are moving from programs targeted to the 
neediest communities to communities with less need. 

Example: The WIFIA program can only subsidize water projects (including corporately 
owned water companies) that can "demonstrate an investment-grade rating,’’ (33 USC § 
3907). Flint has "no current ratings for the City. Prior ratings were withdrawn as the 
City’s financial position led to consideration of the City being placed into receivership, ” 
according to the City's Annual Financial Report 6/30/2015. 
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Second, all U.S. Environmental Protection Agency (EPA) water funding programs should 
be primarily dedicated to compliance with EPA’s federal mandates or standards. Currently, the 
Safe Drinking Water Act and Clean Water Act are creating a tremendous financial burden on 
small and rural communities. The funds provided by Congress, however, are not consistently 
applied to communities that are experiencing the greatest burden as a result of federal 
compliance. Much of the current and acute unfunded mandate burden is a result of the EPA’s 
implementation of their Total Maximum Daily Load (TMDL) program that is causing reductions in 
wastewater nutrient permit limitations and corollary expensive wastewater treatment plant 
upgrades. These communities should be a priority in targeting all EPA wastewater funding 
subsidies, and in many cases they are not. 

Example: The Lake Onondaga TMDL is estimated to cost the Village of Marcellus, New 
York over $5,500,000 for compliance. The Village of Marcellus has 1,300 users and is 
currently deeply indebted for previous compliance. It is desperately seeking financial 
assistance from the EPA clean water SRF and has not been able to secure any financial 
assistance. However, much of the EPA funding has been used for non-compliance 
related projects - and much of the funding has been for grants. According to the New 
York state government, from fiscal year 2012 through 2014, the state "used 100% of our 
authority for additional subsidization to fund grants through our Green Innovation Grant 
Program. " It appears none of these grants were for compliance with federal clean water 
regulations (Appendix B). It is not clear if any economic needs assessment was used in 
awarding these grants, EPA clean water SRF funding allowed for a set-aside of not less 
than 20 percent but not more than 30 percent of the funds to be used for grants. Recent 
EPA clean water funding grants to New York include $147,369,000 for fiscal year 2013 
and $154,748,000 for fiscal year 2014, 

Third, a small percentage of water funding programs should be set-aside for technical 
assistance and training. Small communities often lack the technical and administrative 
resources to achieve compliance and complete the necessary applications to access the federal 
funding programs. Providing these small communities with shared technical resources allows 
small communities access to technical resources that large common communities have and are 
needed to operate and maintain water infrastructure, comply with standards in the most 
economical way, and obtain assistance in applying for state revolving loan funds. Often this 
assistance saves thousands of dollars for the community and keeps the systems in long-term 
compliance with EPA rules. 

Fourth, regarding privatization of water infrastructure and public-private 
partnerships, NRWA has not opposed water supply privatization in principle. However, 
corporate water (profit generating companies or companies paying profits to 
shareholders/investors) should not be eligible for federal taxpayer subsidies. Private companies 
argue that they have to comply with the same regulations. However, the distinction in mission 
between public and private is the core principle that should be considered. Public water utilities 
were and are created to provide for public welfare (the reason why public water continues to 
expand to underserved and non-profitable populations). Any federal subsidy that is provided to 
a corporate water utility can’t be separated from subsidizing that company's profits. 

There is a current misconception among some stakeholders that the SRFs have a 
limitation on size or scope of a water project and don’t leverage federal dollars. States can 
currently leverage a smaller amount of water funding to create a much larger available loan 
portfolio. In 2012, Oklahoma passed a statewide referendum to create our Water Infrastructure 
Credit Enhancement Reserve Fund, This fund allows Oklahoma to issue bonds to fund water 
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and sewer infrastructure by leveraging $300 million of general obligation bonds to leverage $3 
billion in new financing for water projects. This leveraging is occurring with no federal 
subsidy. Similarly, states can use their federal SRF grants to leverage larger loan 
portfolios. According to the U.S. ERA, State SRF programs can increase funds through different 
types of leveraging such as: 

• Using fund assets as collateral to issue tax-exempt revenue bonds; 

• Using funds from one SRF program to secure the other SRF program against default 
through cross-collateralization; 

• Using funds from one SRF program to help cure a default in the other SRF program 
through a short-term cross-investment; and 

• Increasing disbursements to incrementally fund multiple projects within a capital 
improvement plan. 

A 2015, Government Accountability Office (GAO) report on the state revolving funds 
found: "EPA tracks the amount of additional loans that are made because of leveraged bonds. 
States’ Clean Water SRF programs have issued approximately $31.8 billion in loans with 
leveraged bonds, and states’ Drinking Water SRF programs have made approximately $5. 3 
billion in additional loans with leveraged bonds.. . ” /SourcB: state Revolving Funds, August 201 5 GAO- 
15-567] 


Regarding the misconception some stakeholders are advancing that the SRFs have a 
limitation on size or scope of a water project, there is no size or scope limitation for water 
projects under the state revolving funds. According EPA, most SRF funding is allocated 
to large communities, 

• Approximately 72 percent of clean water SRF funding Is awarded 

to large communities (EPA Clean Water State Revolving Fund Annual Review). 

• Approximately 62 percent of drinking water SRF funding is awarded to large 

communities (http://www.epa.gov/ogwdw/dwsrf/nims1/dwcsizeus.pdf). 

A simple review of projects funded the SRFs show numerous projects funded that cost 
over 50 million dollars (Appendix C). It appears that the SRFs are used in every large water 
project in the country. This assertion should be verified by the EPA, The state of New York lists 
multiple projects funded by the drinking water SRF that cost over one billion dollars (Appendix 
C). 

Consolidation and Regionalization 

Rural Water supports consolidation and regionalization; it has been our core mission in 
expanding water service to deliver water to more rural families and enhance economic 
development. We have consolidated/regionalized many smaller communities and extended 
new water service to many rural families, communities, underserved areas, farms and 
businesses. This has been a great benefit to these rural households and small communities. 
However, the key ingredient in any successful consolidation is local support for the 
consolidation - and local control of when and how they choose consolidation. Rural Water has 
led or assisted in more communities consolidating their water supplies than any program, policy 
or organization. Again, when communities believe consolidation will benefit them, they eagerly 
agree. However, if communities are coerced to consolidate, one can almost guarantee future 
controversy. 
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In Marshall County, we have regionalized in a voluntary partnership with three small 
water systems that had been operating independently. By combining our four water utilities, we 
have achieved a greater economy of scale and have eliminated some redundanoies like eaoh of 
us having a separate office, board of directors, compliance regimes, financials, etc. People will 
regionalize if they can see the benefit. Our regionalization efforts have oocurred over the last 
four years with one homeowners association of approximately 200 users and two privately 
operated small utilities of approximately 400 users each becoming part of Marshall County 
Water. As part of the transfer of these smaller systems, Marshall County invested 700,000 
dollars in new water lines and a new water tower. While there was an initial cost to regionalize, 
the long-term benefit of an inoreased economy of scale will result in a cost savings to everyone 
in the entire water supply. 

Local communities need to be planning long-term in making these decisions. By 
regionalizing our four small water utilities, we are all now in a better situation for the next 20 
years. We will be better able to comply with additional regulations, meet the needs of future 
growth, and have the greatest abundance of shared expertise in our operators and 
management. 

Federal Regulatory Standards 

The federal drinking water program can’t clearly tell the public the one thing it wants to 
know - how much of a substance in drinking water is unsafe? This problem is currently 
dramatized in Flint with lead, in New England with perfluorooctanoic acid (PFOA), and my 
community with trihalomethanes (TTHMs). Instead, the federal agencies say the obvious, that 
no amount of lead in your water is good and they impose a highly convoluted standard of 15 
parts per billion on a certain percentage of the homes tested by the city. Is 15 parts per billion 
safe? Is 15.5 parts per billion unsafe? Should your family feel safe with water at 14.9 parts per 
billion? The Virginia Tech water group says 5 parts per billion is the level of concern. The 
World Health Organization says over 10 parts per billion is unsafe. What level of lead in 
drinking water relates to a commensurate level of lead in the body, and what level of lead in the 
body results in adverse health effects? This is what the public wants to know. In 2001 , when 
arsenic was the focus of nation's attention, the EPA was asked what level of arsenic in drinking 
water is a risk to health. They couldn't answer the question, claiming it was a "complex issue." 

Last year, Marshall County Water violated the EPA Total Trihalomethanes (TTHMs) 
regulation. We were required to write a letter to every home telling them we have a federal 
“health based violation” for a contaminant that may cause “cancer and central nervous 
problems.” The federal standard for this chemical that results from our adding disinfectant to 
the water to make it safe to drink is 80 parts per billion. Our water had a temporary level of 84 
parts per billion. Many interpret this “violation” to mean the water is unsafe, but is four parts per 
billion the difference between safe water and unsafe water? This is what the public wants to 
know. Some states have been compelled to issue additional public notices to warn consumers 
of the EPA mandated warning (Appendix D). 

Currently, there are numerous communities in violation of various federal standards for 
naturally occurring elements in groundwater where the violation is of no public health 
consequence relative to the standard. Nobody thinks it would be good public health policy to 
force these families to face extreme financial burden for less than a one part per billion 
difference of, for example, naturally occurring fluoride in their water. 
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Drinking Water and Wastewater Regulatory Reform 

On October 2, 2015, NRWA forwarded to the ERA a number of federal regulations that 
could be modified or reformed to improve and enhance federal water regulations for small and 
rural communities. We are including this memorandum to the ERA and urge your consideration 
of any of these reforms (Appendix E). An additional issue is attached as an addendum. We 
hope you can implement modifications to current ERA regulatory policy to improve the national 
water program, enhance public health and better protect the environment. We look forward to 
working with you on these suggestions. 

In closing, I respectfully urge you to consider the unique needs and concerns facing our 
rural and small town water and wastewater systems and incorporate these as priorities in future 
federal water funding programs and policies - and ensure that the neediest communities are 
prioritized in federal funding initiatives. 

Thank you all for your assistance and for this opportunity. 
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Attachment A 



The American Neighborhoods Without 
Water, Sewers, or Building Codes 

Low-income residents bought cheap land outside of border cities decades ago. But 
the promised infrastructure never came. 



A boy In Los Fresnos colonia in Texas (Jessica Rindaldi / Reuters) 

ALANA SEMUELS 
MAR 3, 2016 

MONTANA VISTA, Tex.— No one objected when developers bought up dusty vacant land here 
in the 1950s and 1960s and turned it into unincorporated subdivisions— areas outside city 
limits where no one had authority to enforce building standards. 

Neither the state nor the county stepped in when the developers turned around and sold that 
land— making empty promises to later add running water and sewer systems— to low-income 
immigrants who wanted, more than anything, to own a home of their own. And no one batted 
an eyelash when low-income landowners in these unincorporated border subdivisions, called 
colonias, started building homes from scratch without building plans or codes, or w'hen they 
started adding additions to those homes as their families grew, molding structures together 
with nails and extension cords and duct tape. 


That’s because, in Texas, all of these actions were perfectly legal. Texas prides itself on its low 
taxes and lack of regulation, but it’s possible that decades of turning a blind eye to 
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unregulated building is starting to catch up with the state. Today, around 500,000 people live 
in 2,294 colonias, and many still lack access to basic services, such as running water or sewer 
systems. Lots of residents live in dilapidated homes with shoddy plumbing and electrical 
wiring that they’ve cobbled together themselves to save money on contractors. And now, they 
want the state to pay to extend basic services in their homes. Water, for instance, should be a 
human right in America, they say. 

“You have families that live in third world conditions in the state of Texas with a modern city 
just miles away,” said Veronica Escobar, the County Judge of El Paso, who functions as a 
county chief executive. “But the state of Texas has essentially put counties in charge of health, 
safety and welfare, at the same time they give us very limited authority.” 

Alejandra Fierra lives with her husband in the Hueco Tanks colonia, where they bought land 
in 1987. They still don’t have access to running water or a sewer system. When her children 
were growing up, she would pour water from a well into a tub and wash them, one, two, three, 
in the same water. She does the same for her dishes. She gets a deliveiy of a 2,500 gallon 
water tank for bathing and washing, and buys bottled water from Walmart for drinking and 
cooking. 

In Montana Vista, a colonia some 22 miles east of El Paso, the septic tanks of the 2,400 
families who live there frequently overflow, creating rivers of sewage in their backyards. In 
the summer, the smell can be horrific. Tina Silva, a resident and activist, lives here in a 
spacious one-story adobe house surrounded by a stone wall. She raises chickens and a giant 
pig in her backyard, where a rusted out car sits, half painted, in the sun. She loves her home 
and her neighborhood, but she doesn’t understand why it has taken so long to put in a sewer 
system. “We’re human beings. We pay taxes. Somebody needs to listen to us,” she says. 
Various politicians have promised her they’d help get the money to install services, but it’s 


at Montana Vista (Alana Semuels / The Atlantic) 

Part of the problem is that no one wants to take responsibility for paying to install these 
services. The developers wbo sold the land promising water and sewers are long gone. And for 
many the thinking— at least according to Escobar— is that if the homeowmers wanted to buy 
land without access to running w'ater, that’s their problem. 
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It may seem obvious that the homeowners who bought cheap land without access to water 
and sewers should be responsible for installing access to services. But that isn’t realistic 
either. More than 40 percent of colonia residents live below the poverty line, according to 
a 2 01c; report from the Federal Reserve Bank of Dallas. The median household income in 
colonias is less than $30,000 per year. And the conditions in the colonias are troubling. There 
are water and mosquito-borne illnesses, high rates of asthma, lice, and rashes. One doctor 
Tribune that rates of tuberculosis in the colonias are tw'o times the state average and that 
there is a lingering presence of leprosy. 

In 2012, the Texas Department of State Health Services issued a nuisance determination in 
Montana Vista documenting the health problems the septic tanks were causing, which meant 
the El Paso Water Utility could receive a grant for more than half of the project costs. In 
December, the Texas Water Development Board agreed to provide a $2.8 million grant to El 
Paso Water Utilities so that the utility’ could start designing the sewer system. But it will cost 
an estimated $33 million to build the system, and that money has not yet been secured. 

“It’s getting there, unfortunately, it’s taking a lot of time,” said Munzer Alsarraj, the 
infrastructure program manager for El Paso County. 

The state is stepping in to upgrade some of the colonias, too. Between 2006 and 2014, 286 
more colonias, were linked to drinking water, drainage, wastewater disposal, paved roads, 
and legal plats, according to the Federal Reserve report. In 2006, 443 colonias had access to 
no basic infrastructure, by 2014, that number had dropped to 337. But it’s slow going. 

It’s not easy to install infrastructure in areas that are far from the main water and sewer lines 
and in places that have grown with no central plan. It was not until 1989 that the Texas 
legislature even asked state agencies to come tip with rules that would ensure new residential 
developments had access to water and sewer services. Now, cities can regulate development 
in Texas, but in unincorporated areas, counties have little regulatory power. Zoning 
regulations that would limit the size of buildings or of lots in cities don’t exist for the colonias. 
In some instances, the county can’t install infrastructure to homes because they’re not up to 
code. Because people building on unincorporated land don’t have to follow many rules, there 
are odd constructions in the colonias, including units that combine two RVs, homes with 
rooms tacked onto the side standing on cinder blocks, homes with extension cords that run 
outside, wooden planks as sidewalks. This makeshift construction can lead to roof collapses 
and electrical fires, said Irene Valenzuela, the interim director of community services for El 
Plitso Ctantv, 



A home in a Texas colonia consists of a trailer and a house (Eric Gay / AP) 
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The county is giving grants out to people interested in bringing their homes up to code, but 
people are often hesitant, she said. “I think the majority of them are afraid,” she said. “They 
say, ‘This is a takeover. What are you going to ask for next? If you assist me, are you going to 
take my property away when I pass away?’” Alsarraj, with the county', added. 

Then there’s the cost. The county is trying to install sew’er lines in the Square Dance colonia. 
That colonia is located just a few’ blocks from established subdivisions that are part of the 
county’s water and sewer system. But the price of adding those services to the colonia’s 264 
homes is $8.5 million. Installing water and sewers in another colonia, called Hillcrest, would 
cost about $120,000 per home, Alsarraj said. But the homes are worth just $20,000 to 
$30,000 each. 

It’s ironic, too, that the county is trying to extend water and sewers to far-off subdivisions as it 
also tries to execute ayisiqn that cuts down on sprawl. “For 30, 40 years, w'e’ve continued to 
spraw'l out to the edges of the earth and it was costing us more than we were making as a 
community,” Beto O’Rourke, a U.S. Congressman who led the charge to cut down on new 
subdivisions, told me. 

But El Paso has had little success regulating far flung subdivisions, even when they are 
incorporated. 

Perhaps most worry'ing to Escobar and others is that n ew coionias are still being built across 
the state. This time around, they have basic water and sewer hookups, but don’t have paved 
roads or streetlights, according to the Federal Reserve. Plots cost as little as $25,000, and 
developers offer 20-year financing at a 12 percent interest rate and just $500 down, according 
to Bloomberg News . 

It’s proof to Escobar that developers will always be willing to sell substandard plots of land to 
people desperate to own a home. But she had hoped Texas would step in and regulate. 

Two sessions ago, the county tried to get permission for zoning authority over 60 square 
miles near a border crossing south of El Paso. But the state legislature refused to grant it , in 
part because real-estate agents objected to the bill, said Escobar, the judge. Legislators also 
didn’t believe that government should tmmp property rights, she said. But perhaps that’s 
because they don’t have to deal directly with the after-effects. 

“We are having to fix the problems caused by unregulated government,” Escobar said. “There 
are innumerable examples and costs associated with fixing problems that could have been 
prevented. There’s just a fundamental belief in Texas— if you own property, you can do what 
you want with it.” 
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Like Flint, water in California's Central Valley 
unsafe, causing health problems 


By Rebekah Saaer Fox News Latino 
Published March 08, 2016 



While the water crisis in Flint. Michigan , made headlines around the country when the city's leaders 
exposed residents to a tainted water supply for almost two years, families living in the Central Valley 
of California have been struggling without clean drinking water for decades. 

The population of the Central Valley, a basin surrounded by mountains that once offered hope to 
migrants like the fictional Joads in the “The Grapes of Wrath,” today is about 80 percent Latino, and 
92 percent of the migrant farm workers in the Valley are Latino, 

There are vast dairy farms reeking of manure, highways lined with fast-food restaurants, liquor stores, 
prisons and numerous dialysis centers. 

Much of fruits and vegetables consumed in the U.S, are grown here, and the soil has been decimated 
by agricultural activity - overuse of fertilizers and pesticides, manure from livestock. One result is a 
toxic soup of nitrates in the area's drinking water. 

Residents in towns along the San Joaquin Valley rely predominantly on pumps and ground water - 
which is not effectively regulated for contamination. 

When pumped up into people’s homes, the nitrates are so dangerous that people are known to get 
rashes when they shower. The presence of nitrates in the water supply also has been linked to “blue 
baby syndrome,” which is caused by the decreased ability of blood to carry oxygen - one of the most 
common causes is nitrate in drinking water. 

People turn to buying five gallon jugs to shower with and using 300-gallon tanks of non-potable water 
for basic needs. 

“Generations of people who live here know not to drink the water," Susana De Anda, a clean-water 
advocate and the co-executive director and co-founder of the Community Water Center NGO, told 

“People pay more for this ‘toxic water’ - sometimes as much as $100 a month for water just to shower 
with. On top of that they’re paying for drinking water," De Anda said. 

According to the Environmental Justice Coalition for Clean Water, rural Central Valley communities 
pay the highest drinking water rates in the state, with some families shelling out as much as 2 to 6 
percent of their income for water that they can’t drink. 
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According to a Pacific Institute report , nitrate exposure's health impacts in the Central Valley fall 
disproportionately on poor Latino communities. 

Due to the state's severe drought, new wells have to be dug more deeply, demand is high and the 
cost is between $1 million and $2 million dollars. 

"The drought actually causes the pollutants in the soil to be more concentrated and levels of 
contaminants such as nitrates to rise. Also, when deeper wells are dug, and that would be by maybe 
wealthier farmers, they actually end up syphoning water away from poor communities," Genoveva 
Islas - program director at Cultiva la Salud ("Cultivate Health"), a non-profit health advocacy 
organization in the Central Valley - told Fox News Latino. "And it creates a real inequity." 

Most people in the area live a large distance from the closest big grocery store. Liquor and 
convenience stores become the default place to buy food and produce, and, all too often, sugary 
drinks are less expensive than drinking water. 

"We’re in a food desert. People would buy water in bulk, but big stores are often very far outside of 
communities, and so families make a tough trade-off. Soda might be more affordable," De Anda said. 
In addition to other factors, the consumption of soda vs. water is one of the leading reasons for the 
severe health problems in the Valley. The region has big problems with obesity and the highest rate of 
Type 2 diabetes in the state. 

An analysis of state's death records by the Fresno Bee and the Center for California Health Care 
Journalism at the University of Southern California paints a vivid picture of the disproportionate toll 
diabetes has taken in the Valley. 

At least 19 people die from diabetes-related complications in the eight San Joaquin Valley counties 
every day, the highest rate in the state. 

"I've lived here all my life, and not until I was an adult was really aware of dialysis clinics. Now, I have 
an aunt and a close family friend who are both on dialysis. I'm seeing a number of these [places] pop 
up. More than ever before," Islas says. 

The Central Valley may be the fruit and veggie center of the country, but for poor people healthy food 
is still significantly more costly than food sold in bulk, such as beans, rice, tortillas, white bread, 
ground beef and large bottles of soda. Many of the stores in the Valley offer free soda with groceries, 
and a small bottle of water runs about $1.69 versus a large soda at .99 cents. 

In the last three years, the state has paid to retrofit water filters on drinking fountains in some pockets 
of schools and daycare centers, and provided filtered bottle stations, where people can fill-up 
containers, But Islas says it's not universal. 

"There's still a lot of marketing of sugary drinks to kids, which in addition to diabetes and obesity, 
dental health problems. In Flint, the Governor has set aside money for the kids impacted by the lead, 
but in the Central Valley, we have the same issues of long term health problems for impoverished 
kids. We use education as a pathway out, but if you're thirsty or you have health concerns, it's pretty 
hard to learn," Islas says. 

The drought in California may be shining a light on the region and its water supply, but the issues in 
the Valley have been left largely unaddressed. 

“All these are interim solutions, but we also need to create water awareness. The water may look 
clean, but that doesn’t make it safe. It shouldn’t matter who you are or where you live, clean drinking 
water is a basic human right," De Anda says. 
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New York State Environmental Facilities Corporation 

Green Innovation Grant Program (GIGP) Grantees for Federal Fiscal Year 2013 


Albany University Center Expansion Green Infrastructure, install pervious pavement, rain 
gardens, and a green roof as part of their Campus Center Expansion Project. $607,847 

Broome County Green Stormwater Infrastructure, install pervious pavement, rain gardens, 
bioretention, and convert an existing stormwater detention pond into a functional stormwater 
wetland. $1,008,090 

Dutchess Bard College, implement green infrastructure practices that slow the speed of 
stormwater, clean it, and infiltrate it. $732,728 

Erie Village of Wllliamsville Spring Street Green Reconstruction, install bioretention, rain 
gardens, and a green wall as part of the reconstruction of Spring Street. $799,160 

Essex Town of Ticonderoga Stream Daylighting, constructed wetland adjacent to Bicentennial 
Park. $539,103 

Kings Blumenfeld Development Group Brooklyn Navy Yard, install a green roof above 
"Building C" in the Brooklyn Navy Yard. $275,778 

Kings Marine Park Seaside Links Rainwater Harvesting, install a rainwater harvesting and 
reuse system at the Marine Park Golf Course in Brooklyn. $502,900 

Monroe l-Square, support rainwater harvesting and reuse, pervious pavement, rain gardens 
and green roofs as part of a larger redevelopment project. $393,000 

Monroe Rochester Museum & Science Center, to install a rainwater harvesting system, a 
green roof, bioretention practices provide a highly visible and educational resource. $724,374 

Nassau Planting Fieids Arboretum, redevelopment of the main parking area at Planting Fields 
Arboretum and State Historic Site using green infrastructure. $800,000 

Oneida City of Rome Capitol Steps, install pervious pavement, stormwater street trees, and 
bioretention to revitalize the West Dominick Street arts and cultural district. $230,900 

Onondaga Village of Fayetteville, install pervious pavement, rain gardens, bioretention, and 
stormwater street trees to improve safety for pedestrians and beautify corridors. $557,100 

Rockland Town of Clarkstown, naturalize channelized streams, reconnect their flow to the 
adjacent regulated wetlands, educational kiosks and a small educational trail. $1,000,000 

Suffolk Suffolk County Community College, install a rainwater harvesting system, pervious 
pavement, and rain gardens at various locations on campus. $393,043 

Tompkins Taughannock Falls Park Green Infrastructure, installation of pervious pavement 
as part of a complete renovation of the Taughannock Falls State Park overlook, one of the most 
visited locations in the region. $320,000 

Ulster County Campus Green Retrofit, install pervious pavement, rain gardens, bioretention 
areas, and green walls at the recently relocated SUNY Ulster Extension Center. $439,000 

Westchester City of Yonkers Saw Mill River, continue the process of daylighting the Saw Mill 
River, with dramatic views upon entering downtown from the east. $1 ,076,977 
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SRF Projects Funded Costing Over $50 Million 


Clean Water Financing Proposed Priority System (FY2016) 

New Jersey Department of Environmental Protection 

http://www.nj.gov/dep/dwq/pdf/cwf_2016P_cwpl.pdf 

CAMDEN CITY 

$58,648,000 

CAMDEN COUNTY 

$50,664,000 

MIDDLESEX COUNTY 

$363,247,000 

JERSEY CITY MUA 

$47,046,000 

BAYSHORE RSA 

$5,894,000 

PASSAIC VALLEY SC 

$134,646,000 

PASSAIC VALLEY SC 

$58,205,000 

PASSAIC VALLEY SC 

$60,117,000 

BERGEN COUNTY UA 

$54,172,000 

PASSAIC VALLEY SC 

$63,223,000 

MIDDLESEX COUNTY 

$111,313,000 

PASSAIC VALLEY SC 

$132,505,000 

PASSAIC VALLEY 

$63,223,000 

BELLMAWR BOROUGH 

$66,350,000 

EDISON TOWNSHIP 

$55,475,000 

CAMDEN RED AGENCY 

$172,309,000 

KEARNY TOWN 

$107,557,000 

PENNSAUKEN TWNP 

$55,431,000 

SAYREVILLE ERA 

$50,664,000 

State Revolving Fund for Water Pollution Control Federal Fiscal Year 2016 

New York State Department of Environmental Conservation 

http://www.efc. ny.gov/Default. aspx?tabid=1 12 

GREENWOOD LAKE, VILLAGE OF 

$62,021,000 

SOUTHAMPTON, VILLAGE OF COLL 

$30,552,000 

CHEEKTOWAGA, TOWN OF 

$50,000,000 

NASSAU COUNTY BAY PARK SEWER 

$50,951,925 

NASSAU COUNTY BAY PARK SEWER 

$524,750,000 

ONEIDA COUNTY PHASE 2B 

$59,500,000 

ONEIDA COUNTY PHASE 5B 

$117,000,000 

ONEIDA COUNTY PHASE 6A STP UP 

$110,600,000 

SUFFOLK COUNTY SW SD #3 

$88,572,000 

SUFFOLK COUNTY RT 25 

$76,230,000 

UTICA, CITY OF 

$105,304,000 

Projects for New York City 

NYCMWFA WARDS ISLAND BRONX 

$64,091,406 

NYCMWFA WARDS ISLAND STP REHAB 

$102,655,400 

NYCMWFA BOWERY BAY STP MOD 

$50,412,000 

NYCMWFA BOWERY BAY STP UP 

$204,301,784 

NYCMWFA TALLMAN ISLAND STP UP 

$280,322,476 

NYCMWFA JAMAICA STP IMP JA-179 

$57,267,070 
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NYCMWFA 26TH WARD. BB, Tl, Wl, 
NYCMWFA 26TH WARD STP IMP 
NYCMWFA 26TH WARD STP IMP 
NYCMWFA NEWTOWN CREEK STP UP 
NYCMWFA NEWTOWN CREEK STP UP 
NYCMWFA NEWTOWN CREEK STP UP 
NYCMWFA NEWTOWN CREEK STP UP 
NYCMWFA NEWTOWN CREEK STP UP 
NYCMWFA NEWTOWN CREEK STP UP 
NYCMWFA NEWTOWN CREEK STP UP 
NYCMWFA PUMP STATIONS CSO [CSO 
NYCMWFA CONEY ISLA,ND CREEK CSO 
NYCMWFA CONEY ISLA,ND CREEK CSO 
NYCMWFA NYC-WATERSHED NPS 319 


$93,802,596 

$51,101,400 

$100,595,678 

$45,933,272 

$112,331 ,279 

$169,975,528 

$140,983,576 

$42,212,389 

$361,199,252 

$589,360,645 

$183,867,577 

$69,107,016 

$48,351,415 

$116,225,648 


Final Intended Use Plan Drinking Water State Revolving Fund 
October 1, 2015- September 30, 2016 
http://www.efc.ny,gov/Default.aspx?tabid=108 


NEW YORK CITY 

Croton Filtration Plant {Phase 11 of 16479), 

3rd City tunnel and shafts, crit redund, dist press, 
Catskills. Delaware UV Disinfection, Treatment Plant 


$ 1 , 200 , 000,000 

$470,000,000 

$1,400,000,000 


STATE OF CALIFORNIA, FISCAL YEAR 2015-2016 
Clean Water State Revolving Fund Intended Use Plan 

www.waterboards.ca.gov/board_info/agendas/2015/jun/060215_8_draft_sfy1516_cwsrf_iup.pdf 


Sacramento Regional County Sanitation District Echo Water Project 
Sacramento Regional County Sanitation District Echo Water Project 
South Coast Water District Tunnel Stabilization S. Sewer Rehabilitation 
Hi-Desert Water District Wastewater Treatment and Water Reclamation 
City of Malibu Civic Center Wastewater Treatment S. Recycling Facility 
Santa Margarita Water District Trampas Canyon Recycled Water 
City of North Valley Regional Recycled Water Program 
Monterey Regional Water Pollution Control Agency Groundwater 
Eastern Municipal Water District Recycled Water Supply Optimization 
Los Angeles, Advanced Water Purification Facility 
Sacramento Regional County Sanitation District Echo Water Project 
Sacramento Regional County Sanitation District Echo Water Project 
City of San Luis Obispo Water Resource Recovery Facility Expansion 
Ventura County Waterworks District No, 1 
San Jose, City of Digester and Thickener Facilities 
Water Replenishment District of Southern California Groundwater 
Upper San Gabriel Valley Municipal Water District Indirect Reuse 
Los Angeles, City of Flyperion Treatment Plant Membrane 
Palmdale Water District Palmdale Regional Groundwater Recharge 
Sacramento Regional County Sanitation District Echo Water Project 


$174,380,875 

$65,426,778 

$102,560,000 

$142,349,314 

$41,900,000 

$47,450,000 

$96,617,856 

$82,000,000 

$114,031,280 

$451,000,000 

$59,408,652 

$711,032,393 

$ 68 , 000,000 

$50,000,000 

$86,350,000 

$80,000,000 

$65,000,000 

$460,000,000 

$130,000,000 

$484,585,422 
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ENVIRONMENTAL AND PUBLIC PROTECTION CABINET 

Ernie Fletcher LaJuana S. Wiicher 

Governor Department for Environmental Protection Secretary 

Division of Water 
14 ReHly Road 
Frankfort, Kentucky 40601 
Phone; (502) 564-3410 
Fax:(502)564-0111 
www.water.ky.gov 

News Release Contact: Julie Roney 

( 502 ) 564-3410 

DRINKING WATER NOTICES NO REASON FOR CONSUMER CONCERN 

They reflect careful government standards for water purity 

FRANKFORT, Ky. (May 9, 2005) - If you received a notice from your water company about “disinfectant 
byproducts'* in your drinking water, you’re not alone. Thousands of Kentuckians are receiving the notices, which were 
required under standards set by the U.S. Environmental Protection Agency (EPA). 

Recently, many water systems in the state were required to notify customers that maximum contaminant levels 
(MCLs) for certain disinfectant byproducts (DBP-s) had been exceeded. The notices, intended as advisories, included 
language about potential health effects from consuming water with elevated levels of these substances. 

The notifications used specific language and a format dictated by EPA, causing confusion among some 
consumers. 

What it's all about 

To be made safe for drinking, water is disinfected during treatment. Without disinfection, bacteria, viruses and 
microbes would cause disease and possibly death. Dysentery, cholera and typhoid fever once were constant threats. 

Public health officials say chlorine treatment of drinking water is one of the most significant public health achievements 
of the past century. 

However, disinfectants such as chlorine, chloramine, chlorine dioxide, ozone and bromine can react with 
substances that occur naturally in water at its source, such as decaying leaves or other organic matter. The reaction creates 
DBPs such as trihalomcthanes (THMs) or haloacetic acids (HAAs). The EPA determined that long-term exposure to 
DBFs was potentially cancer-causing and thus set maximum contaminant levels (MCLs) for water systems to meet. The 
standards were set cautiously and conservatively. 

The MCI. for THMs was set in 1 970 and revised in 1998; the new rule also added monitoring for HAAs. The 
new rules became effective for all surface and groundwater system.s on Jan. I, 2004, regardless of population size. Water 
systems are required to monitor for THMs and HAAs every three months. At the end of 2004, quarterly monitoring was 

-more- 
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DRINKING WATER NOTICES NO REASON FOR CONSUMER CONCERN - page 2 
averaged and compared with the MCL. If the running annual average showed the level to be over that set by EPA, a water 
system was to examine its treatment techniques to get into compliance. It also was to notify the public of its monitoring 
results. Those averages and notifications became available in March. 

Eight percent of large water systems - systems that served more than 10,000 people and treated surface water - 
were out of compliance in 2004, down from 37 percent in 2002. Most are taking further steps to control THM and HAA. 

Smaller surface water systems and all groundw^er systems began to comply wdth lower limits in 2004. As this 
was the first time that these smaller surface water systems monitored for THMs and HAAs, some had not changed their 
treatment processes enough to lower these levels and thus were out of compliance at the end of 2004. Of the 
approximately 208 groundwater systems and 103 small surface water systems, none of the groundwater systems exceeded 
the new MCL and 25 percent of the surface water systems did exceed them. That 25 percent was required to notify the 
public for the first time about this new monitoring. Those small surface water systems are now examining their treatment 
processes and preparing to make the change.s necessary to return to compliance. 

The health effects of DBFs are unclear. Some studies have shown no problems. Others have indicated a slightly 
higher incidence of bladder and colon cancer in areas where drinking water has been chlorinated. Though the science is 
uncertain, EPA has taken precautions by establishing MCLs. To experience health effects from water with elevated DBP 
levels, a person would have to drink two liters daily for 70 years of water containing elevated levels of these substances. 
Risks from not disinfecting are immediate, however. 

For information about DBFs, contact the Drinking Water Hotline, I -800-426-479 1 , or sec these Web sites: 

http;//w'ww. epa.gov/safewater/hfacts.html. Click on Disinfection Byproducts. 

http://www.epa.gov/safewater/mcl.hlml. Scroll down to Disinfection Byproducts. 

http://www.epa.gov/safew'atcr/pws/pn/handbook.pdf. This site contains the handbook that tells how water 

systems are to notify their customers and exactly what language they must use. 

Check out EPA’s Safewater site, http://www.epa.gov/sarewater/, for more information. Also .see information on 
disinfection byproducts on the Kentucky Division of Water’s Drinking Water Web site at 
http://w'ww.water.ky.gov/dw/pro fi/tips/Disinfection-t Byproducts.htm. 

What’s being done and what consumers can do 

Water systems, with assistance from DOW when needed, will be adjusting treatment processes. Customers of 
water systems that sent notices need not switch to bottled water. THMs dissipate readily from water. THMS and HAAs 
both are removed when water is heated, such as for making coffee or tea. 

For cold drinking water, or in making beverages with cold water, allowing the water container to sit uncovered at 
room temperature for several hours before refrigeration will allow much of the THM concentration to dissipate. 

People with special health needs or concerns should contact their physicians for additional precautions. 

-30- 
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TO: Deputy Assistant Administrator Ken Kopocis, Office of Water 

CC: Senate Subcommittee on Fisheries, Water, and Wildlife 

Senate Subcommittee on Regulatory Affairs and Federal Management 
Flouse of Representatives Subcommittee on Energy and Environment 
Flouse of Representatives Subcommittee on Government Operations 
FROM: NRWA Regulatory Committee 
DATE: October 2, 2015 

RE: Water Policy for the National Water Safety and Quality Programs 


The National Rural Water Association (NRWA) is the non-profit association of the 
federated state rural water associations with a combined membership of over 30,000 
small and rural communities. NRWA is the country's largest water utility association and 
the largest community-based environmental organization. Our state rural water 
associations are non-profit associations governed by board members elected from the 
membership. 

We appreciate the agency's effort to improve and enhance federal water 
regulations to be reasonable for small and rural communities. 

Our member utilities have the very important public responsibility of complying 
with all applicable U.S. Environmental Protection Agency (EPA) regulations and for 
supplying the public with safe drinking water and sanitation every second of every day. 
Most U.S, water utilities are small; 94% of the country’s 51,651 drinking water supplies 
serve communities with fewer than 10,000 persons, and 80% of the country’s 16,255 
wastewater supplies serve fewer than 10,000 persons. Small and rural communities 
often have difficulty providing safe, affordable drinking water and sanitation due to limited 
economies of scale and lack of technical expertise. Similarly, when it comes to providing 
safe water and compliance with federal standards, small and rural communities have a 
difficult time due to their limited customer base. This is compounded by the fact that 
small and rural communities often have lower median household incomes and higher 
water rates compared to larger communities. As a result, the cost of compliance is often 
dramatically higher per household. 

NRWA's Regulatory Committee (members attached) is chartered to make policy 
recommendations to the entire association. Over the past year, the Committee has 
identified a number of policy improvements to the national drinking water program that 
have been approved and adopted by NRWA. The purpose of this memorandum is to 
identify the policy recommendations that could be implemented by EPA under the 
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agency's executive authority (i.e. without a change in federal water statutes) and urge 
you to adopt these policies to improve the national water safety and quality programs. 
We believe certain current EPA policies are unnecessarily alarming the public regarding 
the safety of its drinking water, are causing the public to unnecessarily avoid public 
drinking water, and are unnecessarily costly for the public. We hope you can implement 
modifications to current EPA regulatory policy to improve the national water program, 
enhance public health and better protect the environment. We look forward to working 
with you on these suggestions. 


NRWA Water Policy Recommendations 

Senator Wicker Tier 2 Public Notification issues: The Senator’s June 11, 2015 letter 
to you inquires if any Tier 2 public notices (PN) should be eligible for e-reporting or 
annual notice (similar to Tier 3 PNs), Your July 29, 2015, response to Senator Wicker 
did not answer this question. NRWA urges the agency to consider reclassifying 
disinfection by-products (DBPs) MCL violations as Tier 3 public notices or allow for e- 
reporting of the current DBP Tier 2 public notices. For fiscal year 2014, EPA lists 2,135 
maximum contaminant level (MCL) violations of DBPs standards: 477 of those 
exceedances include no recorded level; 110 of the 416 violations for the haloacetic acids 
standards (HAA5) are for exceedances equal to or less than 5 parts per billion (PPB); 
and 174 of the total 1 ,252 violations for total trihalomethanes standards (TTHMs) are for 
violations equal to or less than 5 PPB, It is our understanding this category of DBP 
violations requires Tier 2 PN (direct mailing of the violation to consumers with mandated 
alarming language specified by EPA) which often results in alarming the public to the 
point they are afraid to drink the water. For example, after a DBP violation of one-half of 
a part per million, the local news station in Menonimee, Michigan (WFRV, 4/3/2015) 
reported, “Residents in Menominee, Michigan are Questioning the Safety of their 
Drinking Water... Last week, [a consumer] got a notice in the maii saying the 
Menominee city water system recently violated a drinking water standard. The suppiy 
tested high for trihalomethane, a disinfection by-product 'It was kind of a slap in the face 
when I got this and i thought, here Tm paying for a commodity and i'm not really sure 
that it's safe, ' explained [the consumer. 7 don't think I'm the only one in the city that feels 
that way... Tm actually looking into getting a whole house water filtration system, ' she 
added. 7 don't trust our water anymore... What the public wants to know most is 
whether there is a public health significance difference between 60 parts per billion and 
65 parts per billion of THMs occurring in their water. Some states have been compelled 
to issue additional public notices to warn consumers of the EPA mandated warnings 
(Kentucky Department for Environmental Protection, May 9, 2005). The EPA reply to 
Senator Wicker also states that the Safe Drinking Water Act (SDWA) does not allow for 
consideration of de minimis public health risks above the MCLs. Regarding this 
conclusion, we urge the agency to review SDWA variance and exemptions sections that 
authorize the exceedance of MCLs under certain circumstances and only if the 
exceedance "will not result in an unreasonable risk to health," Senator Wicker's letter 
clearly raises this concern. 
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De Minimis Violations and EPA Enforcement Policy: The agency is implementing a 
new approach for enforcement targeting under the SDWA for public water systems. 
According to EPA, "The new approach includes a revised Enforcement Response Policy 
(ERR) and new Enforcement Targeting Tool (ETT), designed to identify public water 
systems with violations that rise to a level of significant noncompliance by focusing on 
those systems with health-based violations and those that show a history of violations 
across multiple rules... This system-based approach uses a tool that enables the 
prioritization of public water systems by assigning each violation a 'weight' or number of 
points based on the assigned threat to public health. Points for each violation at a water 
system are added together to provide a total score for that water system. Water systems 
whose scores exceed 11 are considered a priority system for enforcement." A simple 
analysis of some of the “worst” violators shows no correlation to severity of violation and 
public health threats. For example, Virginia’s ETT database lists small communities with 
some of the highest or worst ETT scores in the country: 


Public Water System Name 

ETT 

Score 

Pop. 

On Path to 
Compliance? 

SDWIS 

HOBSON ARTESIAN 

100 

70 

Not on 

Path 

Fluoride 4.7 PPM 

RESCUE WATERWORKS 

99 

203 

Not on 

Path 

Fluoride 4.4 PPM 

BIRDSONG WATER COMPANY 

97 

71 

Not on 

Path 

Fluoride 5.3 PPM 

WILLING WORKERS CLUB 

59 

31 

Not on 

Path 

Fluoride 4.1 PPM 

CAPTAINS COVE SUBDIVISION 

47 

840 

Not on 

Path 

Arsenic 13 PPM 

HOLLAND SUBDIVISION 

37 

405 

Not on 

Path 

No record 

SPRINGFIELD DOWNS 

36 

120 

Not on 

Path 

Fluoride 5 PPM 

LONGVIEW ACRES 

36 

168 

Not on 

Path 

Fluoride 4.9 PPM 

CHERRY GROVE ACRES 

36 

108 

Not on 

Path 

Fluoride 4.8 PPM 

BARREN SPRINGS WATER 

33 

146 

Not on 

Path 

Monitoring 

MARSH RUN MOBILE HOME 

31 

1128 

Not on 

Path 

Arsenic 11 PPM 

SHENANDOAH UTILITY 

30 

55 

Not on 

Path 

Monitoring 

CRICKET HILL APARTMENTS 

27 

88 

Not on 

Path 

Monitoring 


We urge the agency to modify its enforcement policy to better correlate for threats to 
public health, target technical assistance, acknowledge the limitation of funding for 
disadvantaged communities, and consider de minimis risks to public health. One of the 
"worst" violators of the SDWA (i.e. highest ETT score) is Rescue Waterworks in Virginia 
whose water has less than one-half a part per million of fluoride, a naturally occurring 
element in groundwater, above the MCL. Enforcement is not the appropriate approach 
to small communities in non-compliance that simply don't have the resources to afford 
compliance and have a violation of questionable health concerns. None of the non- 
compliance is a result of disregard for the rules; it is always a result of lack of resources. 
This can be especially acute in economically disadvantaged communities, when 
compliance is very costly, or when the violation is not actually related to public health. 
Most all SDWA violations that EPA identifies as "health based" are for naturally occurring 
substances, for total coliform which EPA no longer considers a violation or health threat, 
or a result of disinfecting the water. For fiscal year 2014, EPA lists 9,906 total health 
based violations: 2,648 violations are for total coliform (TCR); 1 ,176 violations are for the 
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arsenic rule, 297 of which are for an exceedance equal to or less than 2 parts per billion 
(PPB); 232 violations are for the fluoride rule, 221 of which are for an exceedance equal 
to or less than 2 parts per million (PPM); 331 violations are for the gross alph standard, 
204 of which are for an exceedance equal to or less than 1 0 pCi/L; 428 violations are for 
radium 226/228, 206 of which are for an exceedance equal to or less than 2 pCi/L; 262 
violations are for the uranium standard, 58 of which are for an exceedance equal to or 
less than 10 picocuries per Liter (pCi/L); and 2,135 violations are for disinfection by- 
products standards, many of which are only slightly above the MCLs. Any modification 
in enforcement policy should include a workable variance policy. 

Total Organic Carbon (TOC): One of the more frustrating requirements to operators of 
surface water treatment plants is the total organic carbon (TOC) percentage removal 
requirement. Compliance with this requirement is not only uncertain, but the costs of 
monitoring, reporting, and public notice are substantial. And then there is the public’s 
reaction to the public notice for a rule violation that is not related to adverse health 
effects. Analysis conducted by the Kansas Rural Water Association finds that the level 
of precursors, that is organics as measured by TOC, is not an appropriate compliance 
surrogate. There are treatment plants that meet the THM and HAA MCLs but do not 
meet the TOC percentage reduction requirement. There are also treatment plants that 
do not meet these MCLs but do meet the TOC percentage reduction requirement. So 
there is not necessarily a correlation between MCL compliance and meeting the TOC 
percentage reduction requirement. Also, Kansas Rural Water Association found there 
are many situations where a treatment plant will have both a higher TOC concentration 
and lower THMs and HAAs in the drinking water than another plant source that has 
lower TOC concentrations and higher THMs and HAAs. We urge the agency to modify 
the rule to allow for TOC to be an operations measure but not a compliance indicator. 
This issue of correlation, along with the concern about regulating a substance that has 
not been identified as a public health risk according to the Safe Drinking Water Act 
(1414(b)(i)), was initially raised by Senator Inhofe (Comments to ERA, 9/7/2005). 

Reform of the current public notice requirement for TOC violations would likely result in 
the public receiving more accurate information on the safety of their water. Consider the 
example of the City of Atchison, Kansas, where a TOC violation public notice motivated 
consumers to find alternatives to the public water and inspired the following comment 
from a consumer, “The Atchison water system is kind of notorious for not being the best, 
so this is our effort to bring healthier solutions to the school.” (The Circuit, 2/10/2012) 

Point of Use (POU) Technology: The federal standards promulgated under the SDWA 
are contingent upon feasible technology identified by the agency available to achieve 
compliance (§141 2(b)(4)(E), "Each national primary drinking water regulation which 
establishes a maximum contaminant level shall list the technology, treatment techniques, 
and other means which the Administrator finds to be feasible for purposes of meeting 
such maximum contaminant level, but a regulation under this subsection shall not 
require that any specihed technology, treatment technique, or other means be used for 
purposes of meeting such maximum contaminant level." Under §1412(b)(4)(E)(ii) of the 
SDWA, Congress determined that point of use (POU) technology does achieve 
compliance with federal standards, "The Administrator shall include in the list any 
technology, treatment technique, or other means that is affordable, as determined by the 
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Administrator in consultation with the States, for small public water systems... and that 
achieves compliance with the maximum contaminant level or treatment technique, 
including packaged or modular systems and point-of-entry or point-use treatment units. " 
Contrary to the SDWA, some states prohibit, discourage or will not approve the use of 
POD technology for compliance with federal standards, We urge the agency to provide 
a "safe harbor" from enforcement of federal standards for any public water system not 
provided all the available compliance options in the SDWA including POD technology. 
Furthermore, we urge the agency to make this a primacy requirement for states 
requesting primacy. 

Public Sensitive Water Utility to the Internet: NRWA supports the May 26, 2015, 
Association of Metropolitan Water Agencies’ (AMWA) letter to you regarding the 
“concerns about EPA making water treatment plant location data more readily available 
for public access via the internet.” Similar to AMWA’s position, NRWA is concerned 
about the posting of information on the internet that could Increase risk to water utilities 
because it conveys a message that the information is not sensitive and that protecting it 
is not necessary. 

Source Water Protection: In response to recent crises such as Charleston, West 
Virginia, we urge the agency to adopt new initiatives to enhance source water protection 
that allow for some immediate protection and do not require any grand spending 
program or any expansion of federal unfunded mandates. This suggestion relies on the 
advancement of information technologies to educate and empower the public to protect 
their own resources. In a novel governmental experiment a few years ago, Congress 
provided a small package of funding to the state agencies that protect ground water to 
design and publish on the internet a public disclosure database of all chemicals used in 
hydraulic fracturing events. This experiment proved to be widely successful. As it was 
created by the states, it was more accountable to state priorities and supported by local 
governments. For a small federal investment, this data-system could begin to publicly 
disclose all watersheds, all potential threats within those watersheds, the list of all 
communities that have adopted protection plans, copies of each protection plan, and a 
grading system for communities taking action. Communities could populate the data- 
system with their localized information. All of this would provide direct access to 
environmental data, governmental response information, and governmental 
accountability to the public. In addition, it would create a climate of peer pressure or 
polite competition for communities to highlight their initiatives. We can all agree that 
every city and state thinks it is doing the best job, and this system would allow the public 
to make sure their claims are accurate. Large communities and states would likely have 
the resources to complete plans and showcase their successes. Additional technical 
assistance could be provided to assist smaller communities that lack technical 
resources; 94% of community drinking wafer systems serve a population of fewer than 
10,000 people. 

Cyber Security Implementation in Water Utilities: Based on recommendations from 
the Department of Homelands Security (DHS - Sophisticated Cyber Threat Actors Target 
Industrial Control Systems), NRWA has been promoting that water systems should: 
isolate ICS networks from the internet, minimize network exposure for all control systems 
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devices, locate control system networks and devices behind firewalls, isolate control 
systems from the business network, employ secure methods such as Virtual Private 
Networks, remove, disable, or rename any default system accounts wherever possible, 
and implement account lockout policies in the coming weeks. We urge you to initiate a 
partnership with small and rural communities to secure the country's drinking water and 
sanitation supplies from cyber attacks. By collaborating with the water sector and 
utilizing the existing network that water supplies rely on for security initiatives and 
education, the Cybersecurity Framework could: (1) rapidly assess each water supply’s 
efficacy in protecting its cyber infrastructure, (2) develop reasonable protocols to 
enhance protection, (3) provide assistance to any inadequate cyber protection plan, and 
(4) document the state of cyber-protection in all water supplies. Upon 
adoption/completion of a cybersecurity plan, each community will have a documented 
security plan that could be verified and open to review as appropriate. Federal, state 
and local authorities could easily track which communities have taken the initiative to 
secure their cyber infrastructure. The contents of each plan could be combined with 
each community’s vulnerability assessment and emergency response plans. Local 
support and responsibility is essential to ensure security protection because only local 
experts can identify the most vulnerable elements in the community and detect 
immediate threats. A national collaboration on water cybersecurity should result in 
communities enthusiastically focusing on enhancing local security based on local risks. 
The existing Risk Based Data Management System (RBDMS)/FracFocus information 
system should be used to launch this effort for a water "CyberFocus" for the water sector 
to make all water utility cyber-plans available to the public, continually updated, and 
quantifiable. DHS' Sophisticated Cyber Threat Actors Target Industrial Control 
Systems would be the foundation of the water utility cyber-security plans. Any additional 
data could be collected and shared with the feds for their analysis similar to what 
RBDMS is currently sharing with the Department of Energy for energy analysis. 

Unregulated Contaminant Monitoring: Small and rural communities have been 
frustrated by the confusion that has resulted from ERA'S requirement to list monitoring 
reports from their Unregulated Contaminant Monitoring (UCMRs) in their Consumer 
Confidence Reports (CCRs). We urge the agency to allow public water systems to make 
UCMR results publicly available (online) but not part of the consumer confidence 
reports. To put this request in context, all 70 PWSs sampled to date in South Carolina 
during UCMR3 had UCMR detections and thus require public notification. Many of these 
systems had detects found in each sample at every sampling point triggering numerous 
notifications, thus creating a lengthy CCR regardless of the absence of violations in their 
routine monitoring and operations. Specific to strontium, 68 of the 70 systems sampled 
had detects of strontium at a range of .31-1400 ug/L. Therefore no systems detected 
strontium under UCMR 3 at concentrations above the current HRL of 1500 ug/L. 
However, all of these systems were required to report strontium detects on their CCR. 
The following is excerpted from the statement that was submitted by Charles Gray of the 
Chesterfield County Rural Water (South Carolina) for consideration during the recent 
UCMR forum in June, 2014, 'We found positive detects for the following substances: 
Hexavalent Chromium (.058- 1.0 ug/l), 1,4 Dioxane (0.123 - 0.589 ug/l), Strontium (12 
- 47 ug/l), Vanadium (0.12 - 0.45 ug/l), Chlorate (100 - 130 ug/l) and 1, 1 
DIchloroethane (38 - 38 ug/l)... These are, by definition, unregulated elements and/or 
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compounds found in water samples. The term “contaminant" has a negative connotation 
for customers, when another, less alarming and more accurate term could be used if a 
utility is going to be required to report findings... It is unclear and apparently undefined 
as to the concentration of the elements or compounds that may cause some detrimental 
impact on public health. As such, it seems reporting these findings without clear 
determination of what accepted levels are considered unsafe concentrations is 
premature and unwarranted. It also leaves the public without the information they most 
want to know; what levels of these substances are safe or not safe. We don't think EPA 
should overhde the locally preferred public disclosure policy without providing this basic 
information to the public... Consumer Confidence Reports are Intended to inform the 
public about the safety of their drinking water and system operation. A system can have 
flawless performance and meet all the guidelines of the Safe Drinking Water Act 
(SDWA), and yet have “hits" on unregulated contaminants and appear to consumers that 
issues exist with system operations... Does the SDWA mandate that unregulated 
contaminants be reported in CCRs? If not, why was this required? If this reporting is not 
required by EPA, water utilities should be allowed to publicly disclose the information in a 
manner more reflective of public health relevance." 

Regulation of Storage Tanks: EPA is proposing new regulations for "Finished Water 
Storage Facility Inspection Requirements Addendum to the Revised Total Coliform Rule’’ 
(a.k.a. Inspection of Finished Drinking Water Storage Facilities NPDWR, Docket No.: 
EPA-FIQ-OW-2008-0878). According to the agency, "EPA is planning to propose an 
addendum to the Revised Total Coliform Rule (RTCR) to strengthen public health 
protection by including finished water storage facility inspection (SFI) requirements. In 
the preamble to the July 2010 proposed RTCR (75 FR 40926 ). " NRWA urges the 
agency to withdraw this proposal for the following reasons: First, a uniform regulation 
for tanks will result in unintended consequences and unnecessary requirements in some 
communities and discourage local officials from staying vigilant for threats unique to their 
storage and distribution system. Encouraging local governments to be vigilant in 
monitoring their systems would be more effective because each community's 
threats/vulnerabiiities are unique. Second, the SDWA does not authorize such a rule; it 
authorizes rules such as National Primary Drinking Water Regulations (NPDWRs) only 
after a finding of contamination, not for prevention of contamination unless explicitly 
authorized like the Surface Water Treatment Rule or Groundwater Rule. Third, 
many tanks don't need consultant-type inspections. Local education and technical 
assistance would be more cost effective, locally supported, and protective. Finally, 
NRWA's representative of the Federal Advisory Committee reviewing the Revised Total 
Coliform Rule (RTCR), David Baird, commented that this proposal "violates the 
agreement in principle that NRWA and EPA negotiated and agreed to implement... 

Tank inspections are addressed by the systems as part of sanitary surveys and routine 
system operation and maintenance. The RTCR was specifically designed so that when 
there was a positive coliform hit, the system would need to investigate (through a self 
assessment) and not just rely on up and downstream samples as was the case under 
the old rule. Ultimately, the systems would investigate potential sources of the positive 
hit based on the design and operation of their individual systems. This was considered 
to be an improvement over the old rule, because systems had to look for the source of 
positive hit. It was up to the water system as to how they conducted the assessment 
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This proposed action by is moving into the territory of a 'Distnbution Rule. ' At the 
beginning of the RTCR process, ERA presented information as to why a Distribution 
Rule should be developed as part of the RTCR. The RTCR committee clearly rejected 
any Distribution Rule component ERA attempted to bring this up during the 2 years of 
FACA meetings and the committee continued to oppose." 

Watershed Pollution Trading Policy: Most all small communities comply with modified 
National Pollution Discharge Elimination System (NPDES) permits influenced by EPA’s 
Total Maximum Daily Load TMDL program without ever considering a trading component 
that could be more environmentally beneficial and more economical (most all of these 
small communities are not aware of the trading option - and most states don't encourage 
trading). There is currently no successful effort, incentive, or locally available triggering 
authority to allow for a trading option or even trading consideration to occur. Legal 
challenges in federal/state court by small communities to allow for trading compliance 
schemes are not possible in these situations because small communities can't afford the 
legal costs, don't know it is possible, and don't understand that process. 

As more TMDLs and state nutrient plans are implemented, we expect to see more 
communities adversely impacted that could benefit from the trading option. This concept 
also applies to recent agency initiatives to reduce nutrient pollution in addition to NPDES 
compliance such as initiatives emanating from the recent Toledo, Ohio crisis. A number 
of our members within the Chesapeake Bay TMDL are interested in a trading option that 
would expand local digester capacity to treat more agriculture and dairy livestock waste 
and convert the waste to renewable energy and benign solids. Such a proposal would 
reduce nutrients to the Chesapeake Bay more than the prescribed reductions in their 
point-source effluent for less cost (the bulk of the nutrient pollution in the waters is 
coming from the farms not the cities). However, there is no available process for these 
communities to adopt such an innovative compliance alternative. One municipality 
(Cortland, New York) wants to increase the capacity of their digester and consider 
changing the location so that it could treat animal waste from the surrounding farms at 
no cost to the farmers (some of whom have non-working digesters or land-applying 
manure). The resulting energy could pay for the transportation of the animal manure. 

We urge the agency to adopt a new trading policy to allow for some type of third part 
certification (i.e. conservation districts) to authorize, calculate, or propose trading 
schemes. This would assist small communities and state agencies by removing the 
administrative burden of proposing trading programs. Additionally, every community 
facing more stringent NPDES compliance due to TMDLs should be provided an 
opportunity to propose a trading compliance option before an enforcement action is 
taken. 

Affordability and Environmental Justice: In order to prohibit small communities from 
utilizing economical treatment options (so-called small system variance technologies) 
under the Safe Drinking Water Act - the EPA must make a finding that their rules are 
"affordable" [(42 U.S.C. 300g-1(b)(15)(A)]. To determine affordability, EPA adopted a 
policy that families can afford annual water rates of 2.5% of median household income 
(MHI). NRWA has commented to EPA that the use of MHI computed as a national 
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aggregate as the sole metric for determining affordability has many problems and should 
be revised to be reasonable for small communities and allow/ access to affordable 
compliance treatment options. After a Congressional directed review/, EPA concluded 
the follow/ing in March, 2006, “Some stakeholders have argued that the current criteria 
are too stringent and fail to recognize situations in which a significant minority of systems 
within a size category may find a regulation unaffordable. After seven years of 
experience with the current criteria, EPA agrees it is time to consider refinements to 
address the situations of communities with below average incomes or above average 
drinking water and treatment costs (FR p. 10671 - March, 2007)." EPA has not finalized 
a new policy after making this declaration in 2006. EPA has stated that the purpose of 
their affordability determination is to "look across all the households in a given size 
category of systems and determine what is affordable to the typical, or middle of the road 
household" [Federal Register (Jan. 22, 2001) 6975- 7066]. EPA’s MHI standard does 
not consider the quantity, concentration, rural demographics, and financial abilities of 
low-income families or disadvantaged populations to afford the rule as required by the 
Agency's Environmental Justice policy [Executive Order 12898]. 

Lead and Copper Rule Revisions: We appreciate the invitation from EPA for John 
Sasur of Three Rivers Fire District, Massachusetts to represent small and rural 
communities on the National Drinking Water Advisory Council Lead and Copper Rule 
(LCR) Working Group, NRWA’s priority issue in any new LCR is an alternative to in- 
home consumer monitoring. The current in-home monitoring is problematic 
(unworkable, unreliable, error-prone, and not an indicator of contamination) and needs to 
be replaced with a new scheme. 

Thank you for your consideration of our concerns. Please contact NRWA staff member, 
Mike Keegan <keegan@ruralwater.org> with any questions. 


Sincerely, NRWA Regulatory Committee 



John O'Connell (Chair) 

City of Cortland Wastewater Treatment, 
New York 




Jim Mackie 

Willingboro Municipal Utilities Authority, 
New Jersey 



George Crum Freudenthal 

Pennsylvania Rural Water Association Tennessee Association of Utility Districts 
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Gary Williams 

Florida Rural Water Association 



Jill Miller 

South Carolina Rural Water Association 



John Sasur 

Three Rivers Fire District, 
Massachusetts 



George Flanson 

Chesapeake Ranch Water Company, 
Maryland 



Wilmer Melton 

City of Kannapolis, North Carolina 



Earl McKinney 

Wyoming Association of Rural Water 


Daniel Wilson 

North Carolina Rural Water Association 
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Addendum (March 17, 2016) 


Emergency Generators and Peak Shaving Program: The 2010 National Emission 
Standards for Hazardous Air Pollutants for Reciprocating Internal Combustion Engines 
(“RICE NESHAP”) specified that small emergency electric generating units used for 
peak shaving must meet the emission standards for non-emergency engines. An 
emergency generator that is compliant with the new rule (tier 4 generator) is double the 
cost of the status quo generators (tier 3 generator). For example, a tier 3-1 50 kilowatt 
generator costs approximately $50,000 and a tier 4 unit of similar size costs around 
$ 100 , 000 . 

The EPA found that the operation for peak shaving does not come under the definition 
of emergency use as it is designed to increase capacity in the system rather than 
responding to an emergency situation such as a blackout or imminent brownout. The 
rule allows for emergency units to operate up to 100 hours-per-year or more for testing, 
maintenance, etc., including 50 hours-per-year for non-emergency situations - but 
specifically not for peak-shaving purposes. Peak shaving programs involve minimal 
hours of operation, thereby having the potential not to add to the allowed 100 annual 
hours of operation contained in the rules. Therefore, continuing the use of peak shaving 
programs would not cause additional public health risks or environmental harm beyond 
those already contemplated in the final rule. 

According to the National Rural Electric Cooperative Association (NRECA), "Elimination 
of peak-shaving programs, however, would require the procurement of additional central 
station capacity and potentially the addition of transmission and distribution line capacity 
to service the demand increase. While peak-shaving programs do not generate income 
for the distribution cooperative, they do produce economic benefits by reducing the level 
of demand on their electric power suppliers, resulting in reduced demand costs. These 
reduced costs, in turn, are shared with the owners of these small emergency generating 
units that participate in peak shaving programs: a win-win arrangement that helps hold 
down power costs for the owners of these units, as weli as for the cooperatives other 
consumer-owners. " 

In light of the minimal environmental effects and significant benefit from having these 
small stationary emergency units available, the restriction of the operation of these 
emergency units for peak-shaving and demand reduction programs should be 
eliminated. This change would not result in any additional run-time above the 100 hours 
of operation that is already provided for in the rule. 
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Senator Inhofe. Well, thank you very much, Mr. Moore. 

Mr. Arndt is from Pennsylvania and here representing the Amer- 
ican Water Works Association. 

Mr. Arndt. 

STATEMENT OF AUREL ARNDT, FORMER EXECUTIVE OFFI- 
CER, LEHIGH COUNTY AUTHORITY, PENNSYLVANIA, ON BE- 
HALF OF THE AMERICAN WATER WORKS ASSOCIATION 

Mr. Arndt. Good morning, Mr. Chairman, Ranking Member 
Boxer, and members of the committee. I want to thank you on be- 
half of the 50,000-plus water professionals that make up the mem- 
bership of the American Water Works Association, or AWWA, for 
this opportunity to provide comments on the critical issue of afford- 
able financing for our water infrastructure, and in particular what 
the Federal role should be. 

AWWA has had two longstanding policies which bear on infra- 
structure financing: first, that water service should be provided by 
utilities that are self-sustaining from local rates and other charges, 
and second, that water infrastructure can best be financed with a 
multifaceted toolbox, recognizing that there is significant diversity 
among water systems in our country and their infrastructure needs 
also differ widely. 

I would like to provide some context for the suggestions that I 
will make in a few minutes, because I think they are important to 
set the stage for the circumstances that we face. 

There are many studies and reports out there which attempt to 
analyze or estimate what our country spends on average annually 
for water infrastructure, and those results vary widely. However, 
most of the results seem to home in in the vicinity of $30 billion 
to $50 billion per year, and it is important to recognize that that 
number fluctuates widely from year to year based on circumstances 
such as the general economy, interest rates, the regulatory require- 
ments that are imposed, and also competing local demands in 
many of our communities. 

What is very clear, however, is that the annual need for invest- 
ment in our water infrastructure is going to grow dramatically in 
the coming decades. By most estimates, it will at least triple — and 
possibly even quadruple — ^by 2040. 

In 2012, AWWA produced a report that is called “Buried No 
Longer: Confronting America’s Water Infrastructure Challenge.” 
That report addressed one narrow area of our water infrastructure. 
Specifically, it looked at our aging water mains. And what that re- 
port concluded is that we will require an investment of $1 trillion 
over the next 25 years just to replace the water mains that will be- 
come obsolete during that timeframe. That number includes noth- 
ing for other growing drinking water needs, nor for CSO or SSO 
or other wastewater types of issues. Clearly significant numbers 
when you compare to what we are currently spending. 

Another important feature to recognize, that water services are 
the most capital intensive of all the utility services that we provide 
in our country. What this means is when we invest bigger dollars, 
more dollars in that water infrastructure, it is going to have a big 
impact on rate, and in turn will have a big impact on the afford- 
ability of those water rates to the consumers. 
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We believe, given these circumstances, that we have to do two 
things, and we have to pursue these efforts relentlessly. First, we 
need to preserve existing sources of water infrastructure capital 
and add new sources to the toolbox to address those needs that are 
unmet by current tools. We also need to find ways to reduce the 
cost of the capital that is available for water infrastructure. 

In our written testimony, we identify four areas where we believe 
that the Federal Government has an important role. Specifically, 
they include tax-exempt bonds, the Water Infrastructure Finance 
and Innovation Act, the State Revolving Loan Funds, and private 
activity bonds. 

In my remaining comments, I am going to address the first two — 
not because the other two are unimportant, but I believe those 
other two will be addressed by other panelists here today. 

With regard to tax-exempt bonds, it is important to recognize 
that tax-exempt bonds are currently the largest source of funding 
for water infrastructure. Between 75 and 80 percent of our annual 
investment is currently funded via that vehicle, and tax-exempt 
bonds are used by approximately 70 percent of the utilities across 
the country. 

We acknowledge the concerns and the scrutiny on tax-exempt 
bonds that is currently under discussion, but we believe that con- 
cern is wholly inappropriate considering that they are used, in the 
case of water infrastructure, to finance essential public services. As 
water utilities, we need billions of dollars annually for water infra- 
structure, and we need to have lenders who can provide those bil- 
lions of dollars. Recognizing the tax treatment, the steady stream 
of revenue, and the security of the investment, investors willingly 
accept a below market interest rate, and that interest rate is 
passed along to the utilities who use those tax-exempt bonds. In 
turn, those savings on the financing are used to reduce the rates 
to customers or maintain the rates to customers and improve the 
affordability of rates. 

If we take away this financing, the cost of capital and the cus- 
tomer rates that follow will rise to unprecedented levels and create 
unprecedented difficulties for affordability, particularly in our older 
cities. 

With regard to WIFIA, first of all, I want to thank the committee 
for their role in enacting WIFIA as part of the WRDA bill in 2014 
and more recently removing the ban on using tax-exempt bonds to 
provide the local match for WIFIA loans. We think that is a great 
step forward. 

WIFIA is clearly one of those tools that can expand the pool 
of 

Senator Inhofe. Mr. Arndt, you are quite a ways over your time. 
Please wrap up. 

Mr. Arndt. OK. 

Senator Boxer. But I like what he is saying. 

Senator Inhofe. I am listening to what he is saying. 

Mr. Arndt. I will wrap up very quickly. 

Senator Inhofe. That has been another one of our mutual 
projects, by the way. 

Senator Boxer. Yes. Very proud of that. 
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Mr. Arndt. We have four recommendations with regard to 
WIFIA and they are in our testimony, hut most importantly we 
need an appropriation so that program can be launched and that 
money can be put to work for water systems across the country. 
Thank you for your attention. 

[The prepared statement of Mr. Arndt follows:] 
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Good morning, Chairman Inhofe, Ranking Member Boxer and members of the committee. My 
name is Aurel Arndt, and I am chair of the Water Utility Council of the American Water Works 
Association. Established in 1881, the American Water Works Association is the largest 
nonprofit, scientific and educational association dedicated to managing and treating water, the 
world’s most important resource. With approximately 50,000 members, AWWA provides 
solutions to improve public health, protect the environment, strengthen the economy and 
enhance our quality of life. 

AWWA deeply appreciates this opportunity to offer input on the critical issue the subcommittee 
is addressing today; water infrastructure financing and innovative tools to meet national and 
local needs. 

As for my background, I recently retired as CEO of the Lehigh County Authority based in 
Allentown, Pennsylvania. Lehigh County Authority is a municipal utility providing high-quality, 
affordable and reliable water and sewer service to more than 50,000 customers in Lehigh 
County and Northampton counties, I worked for the Lehigh County Authority for more than 40 
years, and served as CFO for 27 years during my employment there. Throughout my career, 
which includes service on the Executive Board of the Government Finance Officers Association, 
then the board of the Pennsylvania Infrastructure Investment Authority (PennVest), and now on 
the Water Utility Council of AWWA, I have focused my efforts and interest on water 
infrastructure finance, i am here today representing AWWA and its members across the United 
States. 

Water infrastructure is vital to our nation’s well-being for a variety of reasons. Most obviously, 
water infrastructure protects public health and the environment, supports local economies, 
protects us from fires, and brings us a better quality of life. Moreover, the US Department of 
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Commerce Bureau of Economic Analysis (BEA) estimates that for every dollar spent on water 
infrastructure, about $2.62 is generated in the private economy. And for every job added in the 
water workforce, the BEA estimates 3.68 jobs are added to the national economy. 

The recent events in Flint, Michigan, have highlighted how vital it is to operate, maintain and 
reinvest in our nation’s water infrastructure. 

Back in 2012, AWWA released a report titled, "Buried No Longer: Confronting America’s Water 
Infrastructure Challenge,” which revealed that restoring existing water systems as they reach 
the end of their useful lives and expanding them to serve a growing population will cost at least 
$1 trillion over the next 25 years. Please note that this $1 trillion is only for buried drinking water 
assets. Above-ground facilities, waste water, storm water, and other water-related investment 
needs are at least as large, and must be added to reflect the true magnitude of the water 
investment needs before our country. I am providing copies of that report to members of the 
committee. We are currently working on a similar report that will provide an estimate for 
wastewater infrastructure wastewater needs. 

AWWA has a long-standing policy that communities are best served by water utilities that are 
self-sustaining through local rates and charges. However, the current sources of funding are 
woefully inadequate to finance our future water infrastructure needs, leading to the difficult 
question of how to do that. 

Often a large investment in infrastructure is required that is too large to be accommodated 
affordably in a short time frame only through those local rates and charges. These larger 
investments are often driven by the critical, large-scale need to replace or upgrade a treatment 
plant or a pipe network that has reached the end of its lifespan or also when new drinking water 
regulations require new facilities and those costs are super imposed on communities where 
water charges and other utility and tax rates are nearly or already beyond the means of the 
community and its residents. Often, a large amount of a utility's operating costs are dedicated to 
debt service. Reducing the cost of these necessary expenditures through a variety of financial 
mechanisms which lower the cost of debt service should be the goal of ail responsible water 
utility administrators and elected officials. 

AWWA has long supported the adoption and use of a multi-faceted toolbox of water 
infrastructure finance tools to address the widely varied water infrastructure investment 
challenges that water systems face currently and in the the future, in addition to preserving and 
growing the existing sources of capital, other finance tools must be identified, developed, 
implemented and applied to fulfill our responsbibility to the water ratepayers and consumers 
across the country. Clearly the federal government has a significant role in maximizing the 
availability and value of some of these tools, including tax-exempt municipal bonds, the Water 
Infrastructure Finance and Innovation Act (WIFIA) program, state revolving loan funds (SRFs) 
and private activity bonds. Remember that municipal bonds, WIFIA loans and private activity 
bonds are fully repaid through those local rates and charges. SRF loans are generally repaid 
the same way, but do offer features such as principal forgiveness and negative-interest loans to 
assist more financially challenged communities. 
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Primariiy, we need to expand the available amount of water infrastructure capital and minimize 
its cost. Effectively, the result will be significant acceleration of needed water infrastructure 
investment and making it more affordable for utilities and their customers. Lowering the cost of 
infrastructure investment pays dividends in other ways as well. Most fundamentally, it makes it 
possible to do more with less, that is, to rebuild more infrastructure at the same or at a lower 
total cost. 


Tax-Exempt Municipal Bonds 

Tax-exempt municipal bonds have been an invaiuabie toot for water utilities, and at least 70% of 
U.S. utilities rely on them to some degree. They provide lower interest rates than commercial 
bonds and provide relatively quick access to capita!. They are often the core funding source to 
finance many water infrastructure projects. 

The lower the interest rate on such bonds, even by just a few percentage points In a multi- 
million dollar loan can amount to significant reduction in the cost impact of an infrastructure 
project to ratepayers. For example, lowering the cost of borrowing by 2.5 percent on a 30-year 
loan reduces the lifetime project costs by almost 26 percent, the same result as a 26-percent 
grant. 

We know that in the current fiscal climate, all tax issues are on the table here in Washington. 
One of those may be the degree to which higher-income earners can utilize the tax-exempt 
features of municipal bonds. On the surface, this might have some appeal, but 1 don't think it 
stands up to serious scrutiny. In my experience and in the experience of fellow utility managers 
at AWWA, a large share of the purchases of tax-exempt municipal bonds are made by those 
very higher-income earners, but they accept a lower interest rate in exchange and water utilities 
and their customers directly benefit from those lower rates. If they are denied tax-exempt 
interest, the result for utility finance would be devastating. Moreover, no other financing vehicle 
is as flexible for utilities as these bonds. We must preserve this particular tool in the finance 
toolbox, and so AWWA joins organizations representing locally elected officials in urging you to 
protect the current tax exemption of municipal bonds. 


The Water Infrastructure Finance and Innovation Act 

AWWA and its colleagues in the water sector thank the Congress and this committee in 
particular for its leadership in seeing through enactment of WiFIA as a part of the Water 
Resources Reform and Development Act in 2014. As you know, WIFIA has tremendous 
potential to help municipal and privately held water utilities fill a significant gap between what 
current water infrastructure tools can do and what needs to be done. 
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WIFIA would assist communities in meeting water infrastructure needs in a manner that would 
have minimal to the federal government while complementing existing financing mechanisms, 
maintaining the current federal role, leveraging private capital and creating vital manufacturing 
and construction jobs. 

As you know, WIFIA would access funds from the U.S, Treasury at long-term Treasury rates 
and use those funds to provide loans, loan guarantees, or other credit support for water 
infrastructure projects. WIFIA can provide loans too large or outside the scope of the SRF 
program. While the SRF program does an excellent Job of helping primarily smali-to-medium- 
sized communities facing the most direct threats to public health in water, WIFIA can finance 
larger-scale projects that help communities prevent their becoming at risk for regulatory 
compliance and the consequential hazards to public health and safety.That said, the SRFs can 
package a number of loans to small and medium-sized systems to access WIFIA funding, and 
WIFIA allows loans to small systems at lower project-size thresholds than required for other 
systems. 

Under WIFIA, funds will flow from the Treasury, through WIFIA, to funding recipients to enlarge 
their pool of capital. Loan repayments - with interest - and guarantee fees would flow back to 
WIFIA and thence into the Treasury - again, with interest. 

Eligible water infrastructure projects indude drinking water, waste water, storm water, water 
reuse and desalination, and similar projects, and associated water infrastructure replacement. 

A key feature of the draft proposal for WIFIA. as in TIFIA, is the minimal cost to the Federal 
Government. Under the Federal Credit Reform Act, a federal entity can provide credit 
assistance to the extent that Congress annually appropriates budget authority to cover the 
“subsidy cost” of the loan, i.e. the net long-term cost of the loan to the Federal government. In 
this way, Congress directly controls the amount of tending - but the budgetary impact is also 
minimal because it reflects the net long-term cost of the loan. As you may know, virtually all 
water-related loans are repaid in full. In fact, Fitch Ratings, a top credit rating agency, 
determined that the historical default rate on water bonds is 0.04 percent, indeed, water service 
providers are among the most fiscally responsible borrowers in the United States. Moreover, 
those states that leverage their SRF programs have no history of defaults, placing them among 
the strongest credits in the country. Consequently. WIFIA - because it involves loans that are 
repaid with interest - involves minimal risks and minimal long-term costs to the federal 
government. TIFIA is able to leverage federal funds at a ratio of approximately 10;1. With the 
water sector’s strong credit ratings and history, that ratio should be even greater for WIFIA. 
We've heard discussions in Congress estimating the leverage ratio for the water sector could be 
1 :50, which would mean a tremendous amount of low-cost finance could be available to help 
address the nation's water infrastructure challenges. That also means that because of the 
sector’s strong credit rating and history, the “subsidy cost” called for by the Federal Credit 
Reform Act would be minimal. 

In short, WIFIA will allow our nation to build more water infrastructure at less cost. And on top of 
that, we will get a cleaner environment, better public health and safety and a stronger 
foundation for our economy. 
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• Recommendations for WiFiA 

We urge Congress to fully fund WIFIA at its authorized level of at least $35 million in 
Fiscal Year 2017. We understand this Is not an appropriations committee, so we ask that 
you communicate the need to more fijily invest in our nation’s water infrastructure to 
your colleagues on those committees. So far. Congress has only appropriated $2.2 
million in each of the previous two fiscal years for ERA to set up the program. The time 
has come for ERA to be able to issue WIFIA loans. 

• WIFIA was enacted as a five-year pHlot program. As mentioned above, the first two years 
have been lost to setting up the program. We urge Congress to at least extend the pilot 
test for another two years. However, given the success of TIFIA, we do feel Congress 
would be Justified in making WIFIA a permanent program as well. 

• We deeply appreciate Congress not only enacting WIFIA, but last fall removing the ban 
on the use of tax-exempt finance fora project receiving support from WIFIA. To fully 
realize WlFIA’s potential, we urge Congress to remove the 49 percent cap on WIFIA 
support of a project, which was adopted from TIFIA. T ransportation projects receive 
funding from a variety of local, state and fed^ai sources, so we understand where this 
cap came from. However, water utilities are a much safer risk and this cap will push 
communities toward applying for a variety of financial instruments, thus increasing 
administrative and financing costs for a project significantly. 


State Revolving Loan Funds (SRFs) 

Created in the 1 996 Amendments to the Safe Drinking Water Act, the drinking water state 
revolving loan fund has been an excellent tool for providing funds for water infrastructure, 
primarily for small to medium-sized utilities facing compliance challenges. The Clean Water SRF 
has existed since 1988. AWWA supports robust funding of the state revolving loan fund 
programs for drinking water and wastewater. 

The drinking water SRF in particular was authorized to support infrastructure projects necessary 
for regulatory compliance and must give highest priority to projects where there is the most 
immediate threat to public health. However, this can tend to put a lower priority on replacing 
aging infrastructure unless there is a compliance challenge, and leaves out expanding 
infrastructure to address growing populations. The latter is a particular issue in the South and 
the West, where many communities are still growing. Finally, because annual appropriations for 
the SRF are divided up among the 50 states, the body of funds available for loans is over- 
subscribed In most states. We realize there are exceptions here and there, but in surveying SRF 
loans, we find that the typical cap on a drinking water SRF loan is about $20 million. In one state 
in the Racific Northwest, our members have been told not to bother applying if the loan is to be 
above $6 million. These factors led to our support for WIFIA, but we do not want support of 
WIFIA in Congress to come at the expense of the SRFs. 

« Recommendation for the SRFs 

We urge Congress to appropriate at least $1 .3 billion each for the drinking water and 
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wastewater SRF programs. We have known for years that the infrastructure needs for 
drinking water and wastewater are roughly equal, and investment in the SRF ought to 
reflect that. We understand there is Interest in reauthorizing the SRF programs, indeed, 
authorization for the drinking water SRF expired in 2003 and that gives us concern. We 
offer the experience and expertise of our members as Congress considers this important 
issue. 

Private Activity Bonds 

Another toot that could help meet our water infrastructure investment needs is greater use of 
private activity bonds (PABs). Currently, municipal bonds that meet certain private use tests are 
considered private activity bonds and become subject to state-by-state volume caps. This 
severely limits the amount of PABs that can be issued for water facilities. To encourage public- 
private partnerships and reduce financing costs, PABs for community water systems could be 
exempted from the state volume cap, just as PABs for publicly owned solid waste facilities are 
currently exempted. We urge Congress to take that step. 

Summary 

To help provide for sound water infrastructure across the country for communities of all sizes, 
AWWA urges Congress to 


• fully fund WIFIA at its authorized level of $35 million in FY2017; 

• remove the 49 percent cap for WIFIA support of a project; 

• extend WIFIA at least for two more years; 

• preserve the current tax-exempt status for municipal bonds; 

• maintain funding for robust drinking water and wastewater state revolving loan fund 
programs; and 

• remove the annual volume caps for private activity bonds for water infrastructure 
projects. 


We thank the Environment and Public Works Committee for the leadership it has taken today 
and over many sessions of Congress in addressing the nation’s water infrastructure needs. We 
are eager to help in any way we can to advance your work on all aspects of water infrastructure. 

Thank you again for the opportunity to appear today. I will be happy to answer any questions or 
to provide you with any other assistance I can. now or in the coming months. 


Ametican Water Works Association 
Government A£fajrs Office 
1300 Eye Street NW 
Suite 701W 

Washington, DC 20005-3314 

1302.628,8303 

wvvw.a wwa.org 
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Senator Inhofe. Thank you. That was excellent. 

Mr. Gysel is here from Phoenix, Arizona, representing the Na- 
tional Association of Water Companies. 

Mr. Gysel. 

STATEMENT OF JOE GYSEL, PRESIDENT, EPCOR WATER (USA), 

INC., PHOENIX, ARIZONA, ON BEHALF OF THE NATIONAL AS- 
SOCIATION OF WATER COMPANIES 

Mr. Gysel. Good morning. Chairman Inhofe, Ranking Member 
Boxer, and members of the committee. My name is Joe Gysel, and 
I am the President of EPCOR Water and serve as the current 
President of the National Association of Water Companies rep- 
resenting the regulated private water industry. I am pleased to join 
you today to talk about water infrastructure actions the Federal 
Government can take to advance innovative and sustainable solu- 
tions in meeting the Nation’s needs. 

NAWC members span the Nation and range in size from large 
national and regional companies serving millions of customers to 
individual utilities serving less than a few hundred connections. 
Private utilities have existed in the United States for well over 100 
years. We are regulated by State utility commissions and have one 
of the best compliance track records in the industry. Collectively, 
we serve more than 73 million Americans. 

NAWC believes that by embracing the powerful combination of 
public service and private enterprise we can improve water infra- 
structure by investing in plant, improving customer service and re- 
liability, and creating jobs. We applaud this committee for bringing 
water infrastructure issues to the forefront and your leadership in 
advancing necessary changes to preserve and enhance water infra- 
structure. 

This morning I would like to emphasize a few points regarding 
private water’s role as part of the solution to our infrastructure and 
resource needs. 

It is unfortunate that our aging and deteriorating public water 
systems threaten the economic viability and public health. Commu- 
nities nationwide are faced with massive fiscal challenges and com- 
peting priorities to replace critical infrastructure, as was evidenced 
in Flint, Michigan. 

The American Society of Civil Engineers gives U.S. water infra- 
structure a failing grade of D, with a current funding gap esti- 
mated to be as high as $1 trillion. Addressing these needs requires 
innovative funding solutions to include the private sector, as Fed- 
eral funding alone will not be able to bridge the growing invest- 
ment gap. This will require Congress to examine all future related 
funding policies to ensure that the private water industry is part 
of the solution. 

The private water sector continues to help communities with sig- 
nificant capital investment. NAWC’s six largest members, which 
service about 6 percent of the U.S. population, are collectively in- 
vesting approximately $2 billion annually in their systems. This is 
significant when compared to the latest annual Federal water ap- 
propriation funding of only $2.25 billion. Clearly, the private sector 
has the financial capacity, resources, and expertise to assist in the 



146 


Nation’s water infrastructure challenges that plague many of our 
cities. 

Sustainable water management also requires innovative tech- 
nologies and strategies for long-term resource planning. NAWC 
members operate in multiple jurisdictions and are uniquely quali- 
fied to deliver strategies and solutions for long-term resource devel- 
opment and security. These range from water conservation pro- 
grams to developing wastewater recycling and recharge facilities, 
or long-term public-private regional water agreements such as the 
one EPCOR recently signed to utilize renewable resources when 
shifting from ag to municipal applications. 

Further support in funding the Nation’s water challenges can 
also be achieved through public-private partnerships. Our member 
companies have experience with P3s, which have benefited commu- 
nities in delivering superior water service while freeing up scarce 
municipal funds for competing priority projects. These same models 
can also be applied to broader water augmentation and infrastruc- 
ture projects to serve large, multijurisdictional or State water 
projects to address growing water scarcity requirements. 

Unfortunately, current rules and regulations create impediments 
that restrict many municipalities from entering into cost saving 
partnerships with private water companies. Federal policy plays an 
important role in establishing incentives for water investment. 
Congress and the Administration can act to remove barriers to ac- 
cess the vast potential of private capital in much-needed water in- 
frastructure projects. 

To succeed, NAWC recommends the following actions: removal of 
State volume caps on private activity bonds for water projects, al- 
lowing for increased private investment in water systems and the 
alignment of our critical infrastructure with airports, high speed 
rail, and solid waste disposal; second, clarify the Internal Revenue 
Code to avoid defeasance of beneficial P3s so that long-term conces- 
sion agreements are no longer penalized; third, expansion of State 
Revolving Funds and their eligibility so private water utilities are 
no longer limited in their use of clean water funding; in addition, 
fully implement the WIFIA program to facilitate private invest- 
ment in water infrastructure and ensure private companies have 
equal opportunity to participate and fully leverage those same pro- 
grams; finally, establish a centralized office to navigate the com- 
plex P3 terrain, providing professional services to assist all munici- 
palities with this model. 

Mr. Chairman and committee members, thank you again for the 
opportunity for the NAWC to address you today. We are committed 
to work with you, our industry colleagues and stakeholders to meet 
the challenges of sustainable water infrastructure, and I am happy 
to answer questions after. 

[The prepared statement of Mr. Gysel follows:] 
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Good morning, Chairman Inhofe, Ranking Member Boxer and Members of the Committee. I am Joe 
Gysei, President of EPCOR Water USA, Inc. and the current President of the National Association of 
Water Companies — the association that represents the regulated private water service industry, as well as 
professional water management companies. I am pleased to join you today on behalf of NAWC to talk 
about water infrastructure and the actions the federal government can take to unleash innovative and 
sustainable solutions to meet this nation*s water infrastructure needs. NAWC believes that by embracing 
the powerful combination of public service and private enterprise - we can improve water Infrastructure 
in communities across the country. The NAWC applauds this Committee for bringing water infrastructure 
issues to the forefront and for providing us with the opportunity to discuss the transformational solutions 
that the private water industry can bring to the table. 

NAWC members are located throughout the nation and range in size from large companies that own, 
operate or partner with hundreds of systems in multiple states to individual utilities serving a few hundred 
customers. Through NAWC’s various innovative business models, private water and wastewater 
professionals serve more than 73 million Americans, nearly a quarter of our country’s population. 

EPCOR Water USA is an Arizona-based water and wastewater utility providing service to over 350,000 
people in Arizona and New Mexico across 22 communities and seven counties, with more than 125 years 
of history in the business and care of water resources and systems. 

I. Private Water Companies 

Private water systems have existed in the United States for well over 100 years. In fact, NAWC’s oldest 
member utility, York Water in Pennsylvania, is celebrating its 200** anniversary this year. The private 
water utility sector is highly regulated both by the state Public Utility Commissions (PUCs) which set the 
water rates that may be charged, and by the EPA for water quality. Private water companies consistently 
uphold the Clean Water Act and Safe Drinking Water Act standards to ensure quality drinking water 
and/or wastewater services for the communities they serve. 

In fact, NAWC members have the best compliance track record in the industry. A 2011 survey by 
American Water Intelligence of EPA Safe Drinking Water Act violations for the previous five years found 
over 2,900 sites in violation among government-owned systems — only 14 violations were found among 
regulated private utilities. Given the private industry’s expertise and exemplary compliance record, 
NAWC members are often asked by state regulators to revitalize non-compliant public systems. 

Our members meet all regulatory requirements and are 100% in compliance on vulnerability assessments 
and emergency response plans as required by law. They go beyond these federal mandates by advancing 
preparedness and resiliency measures, voluntarily investing heavily in extreme contingency measures and 
conducting frequent updated bio-terrorism assessments; develop business continuity plans; and generate 
successful, innovative and forward-thinking resiliency measures so that the communities they serve are 
protected and have access to the safest drinking water in the face of extreme weather events or terrorism. 
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The private water utility sector focuses on long-term planning by making the appropriate and necessary 
investment for our nation’s communities. Such investments and strategies are required by Public Utility 
Commissions in the ratemaking process throughout the United States. As a result, private water 
companies are generally more fiscally responsible and consistently perform with measurable efficiency 
gains over municipally owned utilities. 

Investor-owned water utilities operate on a larger scale and serve multiple communities, thus they have 
the ability to leverage economies of scale unavailable to public systems and can competitively bid 
operational and capital projects. Investor-owned companies maintain highly specialized staffs of scientific 
experts and engineers - across multiple water systems in a variety of geographic settings. This gives the 
private sector an edge over most public systems, and is thus well positioned aid prepared to play a 
substantial role in meeting our nation’s critical infrastructure needs. 

II. Water Infrastructure Today 

Our water infrastructure systems are the backbone upon which communities survive and thrive. Water 
service is a critical part of the physical platform of the U.S. economy. Not a single business in any 
community can survive, nor be established, without a sustainable water supply. Communities must have 
reliable and resilient water infrastructure systems to attract and retain industry, business, and qualified 
workers. Simply put, capital investment in water infrastructure means job creation across the country. The 
Associated General Contractors and the U.S. Conference of Mayors have stated that $1 billion in water 
infrastructure investment will support 28,500 jobs. Clearly, water plays an essential role in any thriving 
community and our nation’s economy. 

Unfortunately, aging and deteriorating public water systems threaten economic vitality and public health, 
and communities nationwide are faced with massive fiscal challenges to replace critical water and 
wastewater infrastructure and effectively manage their systems, as was evidenced in Flint, Michigan. On 
average there are 650 water main breaks every day across the country and two trillion gallons of treated 
water is lost every year due to leaking pipes at an estimated cost of $2.6 billion. The estimates for 
maintaining, replacing, upgrading and operating the nation’s water infrastructure are staggering. The U.S. 
EPA and the Government Accountability Office (GAO) estimate that the current water infrastructure 
funding gap to be as high as $1 trillion. The American Society of Civil Engineers gives U.S. water 
infrastructure a D grade. The nation clearly faces a significant challenge in replacing aging infrastructure. 
Water related services require miles of complex underground systems and extensive treatment plants. The 
complex nature of the water industry makes it twice as capital-intensive as electricity and friree times as 
capital-intensive as natural gas. In this context, the importance of bringing in private capital cannot be 
underestimated. 

EPCOR Water continues to proactively replace aging and failing water and wastewater infrastructure 
across its service territory. Our long-term capital investment plan includes over $500 million dollars of 
investment in the next 10 years. This includes replacing drinking water wells that were originally placed 
into service before WWII and as far back as the Depression era. We believe that this level of investment 
is vital to continue to provide safe and reliable water and wastewater services to our customers. 
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Water systems are the most expensive asset a municipality must maintain. Many municipally owned 
utilities today cannot afford to improve their systems, or issue bonds to finance improvements. They have 
a limited taxpayer and revenue base which must service all the needs of the community, not just water and 
wastewater services. The expense associated with maintaining water systems is making cities not in 
financial difficulty consider choosing to partner with the private sector, or to sell some or all of their water 
systems - Miami-Dade County is one example. 

Addressing these dramatic needs will require focused, dedicated and robust participation by both public 
and private sectors. Thus, it is important that the federal government look to all sources of capital — both 
public and private — to invest in water infrastructure. Federal funds alone will not bridge the growing 
investment gap. As Congress examines future funding for drinking water and wastewater programs, 
NAWC recommends that all policies be examined to ensure that the private water industry is not 
disadvantaged and in fact, be incentivized to add additional resources to this effort. 

Challenges Bring Opportunities 

The challenges we face to protect and maintain our water and wastewater systems and make the 
investments needed for continuing growth and new public health and environmental standards are vast, 
but they are not insurmountable. As the Johnson Foundation, in collaboration with American Rivers and 
Ceres, says in the report, "Financing Sustainable Water Infrastructure ”, released on January 26, 2012, as 
part of its Charting New Water initiative: 

These challenges can be viewed as drivers of much -needed change in how we finance and develop 
our water systems to meet future demands. New financing models and pricing flexibility, which 
are necessary to pay for new infrastructure and to support legacy systems, provide enormous 
opportunity for positive transformation necessary to keep pace with the rapid changes being 
experienced by counties, municipalities and investor owned utilities. 

The guiding questions that the Johnson Foundation asked of the diverse group of experts it convened for 
the report were: 1) “What new financing techniques can communities use to pay for integrated and 
sustainable infrastructure approaches?” and 2) “How can we direct private capital toward more sustainable 
water management projects?” 

III. Private Utility Role in Today’s Water Sector 

The private sector is already helping the water sector in the following ways via: 1) substantial private 
capital investment in water; 2) the use of innovative technology, and 3) successful partnerships between 
the public and private sectors. 

Investment 

Ensuring the high standard of quality private water delivers requires extraordinary amounts of capital 
investment. NAWC estimates that its six largest members are collectively investing more than $2 billion 
each year in their systems - and these six companies provide service to about six percent of the U.S. 
population. NAWC’s largest member utility, American Water, alone invested $1.2 billion in 2015 and 
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plans to invest $1.3 In 2016 in community water and wastewater systems across the country. This is 
significant when one notes that the total federal af^ropriation for the clean water and drinking water state 
revolving fund (SRF) programs for the current fiscal year was approximately $2,254 billion. While a 
number of other financing sources and programs are being used to invest in water and wastewater 
infrastructure, several groups estimate that there is a significant lag in total industry spending compared 
to what is actually needed. 

Innovations to Conserve Water and Address Supply Challenges 

Effective, sustainable water supply management in the 2l*‘ century require innovative technologies, 
innovative strategies for long-term resource planning and regional solutions. Given that NAWC Member 
operate in multiple political subdivisions, and oftentimes multiple regions, they are uniquely positioned 
to develop such solutions. Innovative technological and regional solutions are key to addressing aging 
infrastructure, urbanization, resource shortages, emerging contaminants, sustainable development, 
demographic changes, and obtain greater value for customers, more efficient operations and less waste. 

Technology. 

• American Water and EPCOR Water have implemented water loss programs and leak data collection 
systems that actively locate leaking water services and water mains. Once identified, repairs or 
replacements are made immediately. By identifying and fixing water leaks quickly we can begin to 
reduce the waste of this precious resource. 

EPCOR Water is proud to have an average water loss below 10%, which is lower water loss than most of 
our municipal partners. This saves money on infrastructure investment and ultimately saves money for 
customers. 

Resource agreements to address water supply challenges. 

• EPCOR Water recently entered into long-term public-private water resource agreements in Arizona 
and New Mexico local communities to develop a water leasing program where farmers or private well 
owners can sell water to EPCOR. This shifts water use from agriculture to municipal use, reducing 
withdrawals from strained sources and creates partnerships that share risk and expedite construction 
timelines for public benefit. 

o Both parties make capital investments — farmers are required to invest in their wells and 
EPCOR invests in the installation of transmission lines and pays the private well owner for the 
water, maintenance and operations of the welt. 

Innovative agreements like these are vital to long-term resource planning, an area of expertise for EPCOR 
and one of particular importance as arid states grapple with the effects of water scarcity and lingering 
drought These unique programs could be replicated across the nation by leveraging the technical, 
operational and long-range planning expertise of investor-owned utilities. 
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• California W ater Service (Cal Water), a large NAWC member company that has operations in multiple 
western states operates and maintains the distribution system of West Basin Municipal Water District’s 
Edward C. Little Water Recycling Facility. Today, the distribution system includes approximately 
100 miles of pipeline that cross multiple political subdivisions in southern Los Angeles County, and 
the facility itself produces about 40 million gallons of recycled water every day that is retailed to Cal 
Water’s customers across its service area. This regional approach has worked incredibly well, and Cal 
W ater has expanded the model and has entered into a partnership with the City of Sunnyvale, the Santa 
Clara Valley Water District, and Apple to bring more than 150,000 gallons per day of recycled water 
to the new Apple 2 Campus in Cupertino. 

Maximizing the use of existing sources of supply through recycling. 

• Cal Water engaged in an aggressive research strategy to identify the most cost-effective treatment 
technology after the state set a new chromium-6 standard for drinking water. Cal Water secured a $5 
million grant to support a full-scale demonstration of treatment utilizing strong-base anion-exchange 
resin to remove chromium-6 from drinking water. In addition to reducing compliance costs, the 
technology minimizes the amount of waste generated from the treatment process by recycling a portion 
of the salt brine regeneration stream. This solution saves Cal Water’s customers hundreds of 
thousands of dollars each year, and provides water utilities across the state with a model to cost- 
effectively meet the state’s new standard. 

• The San Gabriel Valley Water Company recently established a recycled water expansion project which 
delivers non-potable recycled water to the City of South El Monte for large landscape irrigation 
purposes. This saves precious drinking water and avoids the need to purchase costly imported water 
from distant sources like Northern California and the Colorado River. 

Partnerships with Municipalities 

We know that neither government nor any one sector, whether public or private, can solve the nation’s 
water challenges on its own. It is far more efficient to work together, and we believe the financial tools 
that are discussed later in this testimony will benefit us all. Incentivizing capital formation through public- 
private partnerships (P3s) can be a critical tool in addressing the infrastructure challenge. NAWC 
Members partner with municipalities in the following ways: 1) we provide management and operating 
services; 2) we enter into long-term lease or concession arrangements, and 3) sometimes we purchase 
municipal water systems. 


IV. Public-Private Partnerships in the Water Sector Explained 

Our member companies have longstanding experience with public-private partnerships (P3s) which 
deliver benefits to communities by combining the best practices, skills, assets, and resources of both 
government and private sectors to deliver superior water service or efficiently maintain a water facility to 
meet the growing demands of citizens. P3s can reduce municipal costs and shift debt burdens allowing 
municipalities the ability to address other important city priorities. Three basic P3 models exist in the 
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water space today. Under the first two models, the governmental entity contracts day-to-day management, 
operation and mainten^ce responsibility to a private partner under a fee arrangement. Private companies 
have entered into more th^ 2,000 such P3s. 

a) Servicing/Consulting Arrangements (1-5 years); 

b) Operations and Maintenance Agreements, which include qualified management contracts (5-20 
years); and 

c) Long-term concession-lease agreements (30 years or longer). 

Yet, due to the complicated nature of operating water systems the structuring of P3s in this space require 
lengthy analysis, contractual negotiations, and oversight, which can overwhelm ^d burden municipalities 
from the onset and be a significant diversion from the core services they provide to the communities they 
serve. There are ways to find efficiencies and reduce this burden. 

Benefits of P3s with long-term lease contracts 

The concession-lease agreement is a relatively new model in the U.S. water sector but has been used 
effectively for other types of infrastructure projects. There is a growing interest among local governments 
today in entering into these long-term lease agreements as a means of improving the management and 
financial and operational condition of their drinking and wastewater systems. Water utilities are, by far, 
the most capital intensive services that a local government manages and is the most expensive asset to 
maintain and this model offers considerable benefits to debt-constrained cities or townships. The private 
entity assumes responsibility for all water system operations and for providing financial capital for 
infrastructure maintenance and upgrades, along with an upfront payment to the city in the beginning of 
the contract (a fee for the real property interest in return for the right to operate the facility or system for 
a specified long-term period (usually 30 years or longer). The payment may consist of one upfront 
payment or a stream of periodic payments, such as lease rents, over the life of the agreement, which allows 
the local government to shore up its municipal balance sheet. At the same time, the public authority 
continues to retain legal ownership of the assets and contractual oversight. 

• Two recent concession projects show the significant capital investments that are made in communities 
under these agreements. In Bayonne, NJ, SUEZ along with KKR is investing $1 10 million over 40 
years to modernize the city’s drinking water, wastewater and storm water systems while in Rialto, CA, 
Veolia and its partners are investing $41 million over 30 years in the city’s drinking water and 
wastewater systems. 

A concession agreement provides local governments with the ability to realize value from their water and 
wastewater assets which helps restore their budgets for other important public expenditures and allows 
the municipality to avoid adding to its own long-term debt obligations. All this occurs while they continue 
to grow their tax base since concession agreements ultimately create new jobs as a result of the water 
system upgrades that ensue as part of the transaction. 

Given the current state of the US economy, and that infrastructure planning Is deferred to state and local 
governments, leaders are challenged to think in new ways to improve their financial flexibility to address 
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other important municipal priorities and to ensure critical infrastructure investment in their water systems. 
To do this, they look to the private sector for assistsuice. Municipalities sometimes make a determination 
that their water service can be provided more effectively either by selling to or partnering with a private 
water company that has greater resources and expertise and thus is more efficient than the municipality in 
providing the same service 

Barriers to P3s with long-term contracts 

Current tax rules and regulations have the practical effect of barring many municipalities from entering 
into cost saving and efficiency driven partnerships with private water companies for the operation of 
municipal water supply and treatment facilities. These tax regulations can impose a significant added 
financial price tag to long-term concession transactions on municipalities that sell or lease their water 
system to a private company when the municipality has outstanding tax-exempt debt related to the water 
system. As a general rule, the tax exemption on such bonds is lost if a private-sector business acquires a 
long-term interest in the project, A long-term concession arrangement is designated by the IRS as “private 
business use”. When a municipality has outstanding tax exempt debt on the water system such “private 
business use” designation triggers a loss of tax exempt status on the bonds — i.e., tax on interest received 
by the bondholders. This means that the tax exempt status of the debt would shift to a taxable status, and 
the interest on that debt becomes taxable. It is this shift which causes the price of an otherwise beneficial 
transaction to become 15-20 percent higher. 

Treasury rules offer alternative approaches or remedial actions that could be taken to avoid shifting the 
tax exempt debt to taxable status. However, these approaches were developed 3 decades ago and they are 
infeasible in today’s economic environment. 

Alternative Approaches Under Current IRS Rules Not Feasible Today 

Defeasance. One such alternative approach is referred to as “defeasance”. The defeasance remedy, 
however, was established decades ago when interest rates were higher; but in today’s low-interest-rate 
environment it is prohibitively expensive as it requires outlays of 15-20 percent more of the outstanding 
principal amount of the bonds. This issue is discussed more thoroughly in Section V under 
Recommendation 2. 

Issuing private activity bonds (PABs) . Another remedy Treasury offers for avoiding the shift to taxable 
status is to obtain from the state an allocation of PABs sufficient to cover the principal amount of the 
outstanding bonds. PABs are municipal bonds secured by facilities in which a private business has a 
significant interest; such bonds are under a state volume cap. This means there is no assurance that at the 
time a municipality starts planning and negotiating a P3 transaction — which can take 2-4 years from start 
to finish — a sufficient allocation of PABs (which are under volume cap) will be available when the 
transaction is completed. Thus, the volume cap requirement can be an insurmountable hurdle to the long- 
term P3 arrangement. Further, in certain states the applicable volume cap allocation legislation or process 
seems not to permit volume cap to be used for bonds previously issued as regular municipal bonds. Thus, 
even though the volume cap has, for the most part, been plentiful in recent years in many states, there is 
no assurance at the time of the P3 decision-making process that there will be sufficient volume of PABs 
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available for the municipality in order to make its “go or no go” decision. The problem with a volume cap 
on P ABs for water projects is discussed more thoroughly in Section V under Recommendation 1 . 

V. Federal Role in Stimulating Investment in Water 

Although 98 percent of investment in water is made at the local level, federal policy plays an important 
role in establishing incentives for water investment. Congress and the Administration can act to remove 
barriers to unleash the vast potential of private capital in much-needed water infrastructure improvement 
projects. NAWC believes the fundamental goal of any federal program should be to fill market gaps and 
leverage federal funds and private co-investment to provide additional investment in America’s water 
infrastructure. All federal program supporting local drinking water and wastewater systems should require 
that the project be procured and delivered efficiently on a life-cycle basis and delivers the greatest value 
for the money invested by federal taxpayers. Below are five recommendations that could release private 
capital and allow for more efficient partnerships to go forward. NAWC seeks two principal tax code 
changes. Both play a supporting role in engaging in productive and beneficial public-private partnerships 
(P3s). 

Recommendatioii 1 : 

Remove state volume caps on private activity bonds (PABs) for water projects 

One of the most effective financing tools of the federal government for long-term, capital-intensive 
infrastructure projects is the private activity bond (PAB) — tax exempt financing granted to the private 
sector for public-purpose projects, like water. The PAB is a critical tool water and wastewater systems 
need and use for drinking water and wastewater projects. PABs make infrastructure repair and 
construction more affordable for municipalities and ultimately for users or customers. The use of PABs 
spurs capital investment in public projects during a time when governmental budgets are tight; and 
investors prefer PABs because interest accrues tax-free. 

The Sustainable Water Infrastructure Investment Act (introduced in the 114th Congress as S. 2606) 
recently introduced in the Senate by Senators Menendez and Crapo would remove water projects from 
state volume caps for private activity bonds and thus spur increased private investment in systems 
throughout the country. A removal on bond caps for water projects will bring financing of this piece of 
the nation’s critical infrastructure in line with airports, high-speed rail and solid waste disposal, all of 
which are currently exempt from existing caps. This same legislation received extraordinary bipartisan 
support in the 112’*' Congress, garnering 101 bipartisan co-sponsors spanning the full political ideological 
spectmm, and was supported by dozens of business and other groups from the Clean Water Council to the 
U.S. Chamber of Commerce to Operating Engineers and Laborers’ Unions and the U.S. Conference of 
Mayors because of the measure’s undeniable merit. 

The economic and public health benefits of using PABs for water and wastewater infrastmcture 
improvement projects are noteworthy. 
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• Generates $2 billion in new investment each of the first few years and grow to several times that 
as the market opens up. 

• Increased state and local tax revenue up $400-500 million. 

• Increased jobs up to 142,500 in the first 2-3 years. 

• Minimal cost to the federal government: only $354 million over 1 0 years. 

NAWC believes that greater access to PABs by removing state volume caps forPABs used for community 
water projects is an approach that makes considerable sense. 

Recommendation 2: 

Clarify Internal Revenue Code (avoid defeasance) for Beneficial P3s 

Most municipal infrastructure projects are financed by tax-exempt municipal bonds. As a general rule, 
the tax exemption on such bonds is lost if a private-sector business acquires a long-term interest in the 
project. However, the IRS has issued rules meant to give state and local governments a reasonable path 
for preserving the tax-exempt status of these bonds in such an event; though governments can take certain 
prescribed remedial actions to preserve the tax exemption. Unfortunately, as currently drafted, these 
remedies are not practicable for water utility projects and, thereby, deter beneficial water P3 projects. 

Remedies to preserve tax-exempt bond status under Section 141 

a) One remedial action is to reissue the outstanding bonds as private activity bonds; but the tax code 
places an annual volume cap on such bonds and a state may have no available volume. 

b) A second remedial action is defeasance of the bonds, but defeasance is prohibitively expensive in 
the current low interest rate environment; defeasance imposes costs of up to 15-20 percent of the 
project costs. 

c) The third remedy is for the state or local government to use all cash proceeds received in the 
transaction from a sale of a bond-financed water system only for other public purposes, such as 
other infrastructure needs. 

Only the third remedial action is real istic . but Treasury guidance is needed to clarify that cash proceeds 
from a P3 transaction — such as a concession/lease agreement — would also qualify under this action. 
The Treasury rules currently refer only to the disposition of proceeds from a sale, but not from a lease. 

NAWC seeks a narrowly tailored modification to the third remedial action under Section 141 of the 
Internal Revenue Code. Specifically, NAWC has asked Treasury to revise its rules under the third remedy 
to provide that long-term concession agreements also be included in the description of cash proceeds. 
(The Treasury already applies such a rule in the case of the sale of bond-financed water systems.) NAWC 
simply requests that this remedy also apply to long-term leases (as upfront cash payments are usually the 
norm in these arrangements). Thus, as long as the municipality in a P3 uses any of the funds it receives in 
the transaction for governmental services or investments, the bonds can remain outstanding and remain 
tax exempt (thus avoiding defeasement). We believe this change can be done in a manner that reasonably 
protects the tax policy concerns of the Treasury. 
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Recommendation 3: 

State Revolving Funds and Eligibility 

NAWC supports the State Revolving Fund (SRF) program. However, we strongly hold that any federal 
program be established fairly so that all taxpayers benefit. Since drinking and waste water systems are a 
necessary public good and serve the public, the taxpayers in territories serviced by private water providers 
should benefit equally from the same government loan and grant programs extended to municipally owned 
water systems. Currently, private water utilities are limited in their use of Clean Water SRF 
fimding. Although EPA has construed the 2014 WRRDA amendments to allow limited use of CWSRF 
funding for “resiliency” projects by private utilities, these amendments did not put to rest the long-standing 
discrepancy pertaining to private utilities’ access to CWSRF funding for centralized wastewater 
treatment. 

We, therefore, ask Congress to fix this arbitrary and unnecessary impediment that, if removed, would help 
to support many communities struggling to maintain their aging water infrastructure. Moreover, while 
the Safe Drinking Water Act gives states the option to make private water utilities eligible for the Drinking 
Water SRF, nearly half the states have not done so. We believe that the Congress and the EPA should 
encourage and incentivize them to do so. 

Recommendation 4: 

WIFIA 

The 1 1 3*^ Congress approved an innovative financing approach for large water infrastructure projects via 
a pilot program under the Water Resources Reform and Development Act of 2014 (WRRDA), known as 
the Water Infrastructure Finance and Innovation Authority (WlFlA). A primary objective of this new 
program is to attract private capital to these projects, to be used along with state and local capital and a 
low-cost federal subsidy loan. NAWC believes this program will be truly innovative if it is implemented 
to encourage and facilitate significant new private investment in the nation’s water infrastructure. The aim 
is to lower the cost of water infrastructure investment by increasing availability of lower-cost capital to 
public and private utilities. 

NAWC believes that both private companies should have an equal opportunity to participate in the 
program, to ensure that financing is adequately leveraged. 

Recommendation 5: 

Centralized Office to Navigate the Complex P3 Terrain 

The EPA’s new Water Infrastructure and Resiliency Financing Center, for example, which was established 
to provide technical advisory assistance and professional services to assist small and rural municipalities 
and to link them up with potential private investors, might take Canada’s approach by expanding this 
Center’s focus to also advise on P3 formation. The Canadian P3 office has enabled Canada's P3 landscape 
to evolve considerably. The office provides a source of P3 expertise to help navigate the complexities of 
P3s and has thus produced greater competition and lower costs for those entities in the public sector 
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entering into partnerships with private entities. As a result, Canada has become one of the more significant 
P3 geographies in both volume and size of capital transactions. NAWC believes it may be advantageous 
to consider expanding the EPA Water Finance Center to also address P3s. 

Mr. Chairman and Members of the Committee - thank you again for inviting the National Association of 
Water Companies to testify today. Water infrastructure is critical to our economy and way of life. With 
your leadership on this issue, I am confident we will continue to make progress towards meeting the 
immense drinking water and wastewater needs across this country. The private water industry stands 
ready to partner with you and our industry colleagues seated with me at the table today, and I’m happy to 
answer any questions you may have. 
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Senator Inhofe. Very good. Thank you. 

Mr. Olson is the Director of the Health Program for the Natural 
Resources Defense Council. 

Mr. Olson. 

STATEMENT OF ERIK OLSON, DIRECTOR, HEALTH PROGRAM, 
NATURAL RESOURCES DEFENSE COUNCIL 

Mr. Olson. Thank you, Chairman Inhofe, and thank you. Sen- 
ator Boxer and other members of the committee. It is an honor to 
testify this morning on behalf of the 2 million members and activ- 
ists at the Natural Resources Defense Council, and I wanted to 
summarize. It has been more than 30 years I have been working 
on drinking water and water infrastructure issues, and we have 
been talking about deferred maintenance, about the failure to up- 
grade treatment and upgrade technology, steady deterioration of 
our water supply for many, many years; and I find myself in agree- 
ment, actually, with several of the points that have been made ear- 
lier, that we really need to be making these investments. 

We have long known that wastewater and drinking water infra- 
structure are deteriorating, and frankly the chickens are coming 
home to roost. Where we are now is that what we have all taken 
for granted, which is safe drinking water, we can’t really consider 
a given any longer. Flint really does remind us that the penny wise 
and pound foolish decisions to save a few bucks by not investing 
in our water infrastructure can really come home and harm public 
health, as well as harming the economy, and really erode public 
trust. 

I think in these debates sometimes it is easy to forget the im- 
pacts of these decisions on real people, and this really came home 
to me a week or so ago when we were working on behalf of some 
of the citizens in Flint, and we were working with one mom, her 
name is Miriam. Her husband and her two kids live in Flint, and 
she has lived there most of her life, and when the water was 
switched in 2014 in Flint, she noticed that the water started to 
smell like rotten eggs, that it tasted awful, that it was brown. She 
wondered about it. They switched over to bottled water, but public 
officials kept saying, no, it is perfectly safe, don’t worry about it, 
so they went back to tap water. It was really expensive. They are 
not wealthy people, and they switched back to tap water. 

Unfortunately, Miriam’s family started to suffer from some ad- 
verse health effects. In June 2014, Miriam had a miscarriage. She 
had never had a miscarriage before. She started getting skin rash- 
es. Clumps of her hair started to fall out. A doctor prescribed treat- 
ments for her hair loss, which helped a little bit, but her skin rash 
continued. Her husband also had skin rashes and hair loss. Her 
son, who is 13, had a bad outbreak of eczema sores all across his 
back, and this happened after the water change, and it got far 
worse than it had ever been. They stopped using the Flint water 
for bathing and his skin rashes disappeared. 

Miriam read that lead contamination can be linked to mis- 
carriages and to complications in pregnancy, and she told us, “Just 
not knowing whether lead exposure may have caused my mis- 
carriage is really painful.” She worried about the possible health ef- 
fects on IQ of her children and on their ability to learn, and she’s 
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really worried about continuing to have to use bottled water for all 
of their purposes, for cooking and drinking. She takes her kids to 
her parents, who are on a different water supply, just to go bath- 
ing, which is quite an inconvenience. She says it has really taken 
an emotional toll on her family. 

So the reason I mention this is that it is really easy in these pol- 
icy debates to forget that we are really dealing with real people 
who are adversely affected. And unfortunately, we have a wide- 
spread problem with lack of investment in water infrastructure. 

I think a lot of water utilities have done a fantastic job in im- 
proving our water infrastructure, but we have huge challenges. We 
do not want a two-tiered water system where wealthy people get 
good water that is clean and safe, and poor people get crummy 
water that is threatening their health. We have a real backlog, as 
we have heard, of investment in water infrastructure. We really 
need to fix this problem fast. 

Infrastructure investments, the good news is, create a lot of good 
jobs, and we strongly support, as our testimony highlights, invest- 
ments in this area. 

I wanted to also point out that there are ways we can reduce the 
cost for citizens that are paying for water bills. I lay out several 
of them in the testimony, including protecting the water before it 
gets contaminated so polluters are paying to clean up, rather than 
consumers paying to take those contaminants out of their water. 
The National Drinking Water Advisory Council and Affordability 
Group, which I served on, had several recommendations, including 
low income water assistance program, affordable rates for low in- 
come consumers, targeted compliance assistance, and increased 
funding. 

I realize my time is almost out, so I will just highlight the seven 
recommendations very briefly that we have in the testimony. 

First, we need to fix Flint’s infrastructure. We support Senator 
Stabenow et al.’s bill, 2579; second, we need to really invest in our 
water infrastructure. We support Senator Cardin’s bill that would 
increase State Revolving Fund funding. We need to fix our source 
water protections; we need to address small system regionalization 
to cut costs; fix the lead and copper rule; and, finally, let citizens 
act immediately when there is an imminent and substantial 
endangerment to their health. 

Thank you very much for the opportunity to testify. It is an 
honor. 

[The prepared statement of Mr. Olson follows:] 
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Good morning Chairman Inhofe, Ranking Member Boxer, and members of the Committee. I 
am Erik D. Olson, Director of the Heaith Program at the Natural Resources Defense Council 
[NRDC). 1 have been Fighting to improve our drinking water, clean water, and water 
infrastructure while working for NRDC, EPA, other nonprofits, and as a staffer for this 
Committee, for more than 30 years. I was deepiy involved in the enactment of the 1996 
Safe Drinking Water Act Amendments, and was an active participant in the debate over the 
1986 Amendments to the Act. I appreciate the opportunity to testify today. 

Deferred maintenance and the steady deterioration of the nation’s water and wastewater 
infrastructure has been known to be a serious challenge for decades.' Calls have been made 
for well over two decades for modernization of the nation’s often-aging and outdated 
drinking water treatment plants and distribution systems.^ Similarly, we have long known 
that our wastewater and storm water treatment and collection systems are badly in need of 
updating. But the chickens are now coming home to roost. 

As the drinking water crisis in Flint, Michigan has now brought into national focus, the safe 
drinking water that we all take for granted in the United States can no longer be considered 
a given. There are major public health and economic impacts flowing from our failure to 
make appropriate decisions and failure to invest in infrastructure. 

In Flint, state-appointed officials decided to save a few million dollars by switching from 
Lake Huron-suppled Detroit city water, to the polluted and corrosive water of the Flint 
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River that wasn't treated to control corrosion. The results have been widely reported: 
serious corrosion damage to the city's already-challenged water pipes and infrastructure, 
and a string of public health crises including first bacterial contamination, followed by a 
violation of the standard for cancer-causing disinfection byproducts due to inappropriate 
disinfection practices, and a serious problem with lead contamination leaching from 
thousands of lead service lines because of the corrosive water. 

Flint reminds us that penny-wise, pound-foolish decisions to save a few bucks can have 
huge costs to public health, enormous economic costs, and a corrosive impact on public 
trust of government. 

The Human Dimension 

We should make no mistake: while these infrastructure problems are usually out of sight 
and out of mind, they can have very real impacts on people. This has come home to me as 
we have been legally representing local citizens from Flint who are directly affected by that 
disaster. 

As an example, let me briefly tell you what happened to Maryum, a mother in Flint whose 
family’s water was seriously contaminated. She, her husband, and two children noticed in 
2014 that their water "smelled like rotten eggs,” tasted bad, and was brown. They switched 
to bottled water. But after a month of hearing reassurances of the water’s safety from 
government officials, and because using bottled water was expensive and inconvenient, 
they went back to tap water. 

During this time, Maryum's family suffered from a number of health effects. In June 2014, 
she had a miscarriage: she had no history of miscarriages. She developed a skin rash, began 
to get headaches, and "clumps of my hair began to fall out." Her doctor prescribed 
treatments which helped with hair loss somewhat, but she continues to be unable to get rid 
of a skin rash. Her husband also experienced skin rash and hair loss. Her son had a bad 
outbreak of eczema sores on his back after the water change, worse than he had ever had. 
When they stopped using Flint water for bathing, his skin improved. 

Maryum says she has read that lead contamination can cause pregnancy complications 
including miscarriages, and that "just not knowing whether lead exposure may have caused 
my miscarriage is painful." She worries about the possible effects of lead contamination on 
her kids. Since December 2015, her family has only used bottled water. For a long time, 
there were lines and waits for water at distribution point at the fire station. Obviously, 
picking up and having to rely on bottled water also is very inconvenient. She takes her kids 
to her parents' house for bathing, which is on a different water system. She says the water 
crisis has "taken an emotional toll" on her and her family. 
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Widespread Health & Environmental Risks from Inadequate Water Infrastructure 

Maryum’s story is Just one of thousands of similar stories in Flint. Her experience and that 
of other Flint residents illustrate the perils of focusing just on cutting costs and failing to 
focus on public health and on updating tvater infrastructure. 

They also highlight that EPA cannot shrink from its oversight responsibilities under the 
Safe Drinking Water Act. When a primacy state is failing to ensure that the health of citizens 
is being protected from tap w/ater contamination, it is EPA’s obligation to use its oversight 
authority. While certainly EPA ideally should maintain a cooperative relationship with 
states, the agency's paramount obligation is to safeguard the public’s health. If a state is not 
doing its job to swiftly address issues that are causing violations or threatening public 
health, EPA must promptly intervene and take enforcement action, rather than simply 
deferring to the state as a "partner" when the public is at risk. 

Unfortunately, stories of contaminated water are not limited to Flint, although that may be 
an extreme example. Drinking water contamination incidents from lead, and from many 
other contaminants, are all too common. For example, according to EPA’s most recent 
annual compliance report for public water systems, there were 16,802 "significant 
violations" of EPA's drinking water standards.^ The most common of these more than 
16,000 violations were: 

• Total conform bacteria contamination, representing 48 percent of the significant 
health standard violations; 

• Chemical contamination with synthetic organic, volatile organic, inorganic (except 
lead and copper] and radioactive contaminants, representing 22 percent of 
significant health standard violations; 

• Lead and copper treatment technique violations, representing 5 percent of the 
significant violations; 

• Disinfection byproduct contamination, representing 13 percent of the significant 
violations; 

• Surface water treatment requirements (to control pathogens like Cryptosporidium 
and Giardia'), representing 7 percent of the significant violations; and 

• Ground water treatment requirements (to control for pathogens and fecal 
contaminants such as certain bacteria and viruses), which comprise 6 percent of the 
significant violations.'^ 

Thus, although many water utilities certainly have made substantial progress in recent 
years in improving treatment, in too many cases the public is drinking water containing 
contaminants that are posing serious health risks. The public health threat from our failure 
to invest in our water infrastructure is enormous, including from lead, arsenic, bacteria and 
other pathogens, cancer-causing disinfection byproducts, the rocket fuel component 
perchlorate (which EPA has said contaminates as many as 16 million Americans' drinking 
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water systems, but which the agency still has not regulated], and many other contaminants, 
regulated and unregulated. 

Moreover, our wastewater and storm water collection and treatment systems also are too 
often not up to the task. Combined sewer overflows (CSOs) are common, when domestic 
sewage mixes with collected storm water in combined sewers and during precipitation 
events, causes raw or minimally treated sewage to flow into lakes and streams. CSOs are, 
according to EPA, "a major water pollution concern for the approximately 772 cities in the 
U.S. that have combined sewer systems."^ These CSOs and other shortcomings in our 
wastewater and storm water systems are often causing sewage contamination of drinking 
water source waters, beaches, and sensitive ecosystems. 

Disproportionate Impacts of Infrastructure Inadequacies in Low-Income 
Communities, and Communities of Color 

As is well-known, the Flint community is predominantly African American [57%] and has a 
high percentage of residents living at or below the poverty line [over 40%), or who are 
working but struggling to make ends meet. State officials were "callous and dismissive” of 
the concerns these citizens raised about the water, according to the governor’s 
independent Task Force on Flint.*’ 

The obfuscation by government officials, and the denigration of community members and 
experts who raised concerns, illustrates a pressing nationwide problem. Communities of 
color all over this country often bear the burden of environmental contamination and the 
resulting health problems. 

In recent years a series of peer-reviewed studies also have documented that unsafe 
drinking water often is disproportionately associated with lower-income communities of 
color.^ Examples include nitrate and other contaminants in drinking water in California's 
San Joaquin Valley, contamination and substandard water infrastructure in U.S.-Mexico 
border colonias and some minority communities in certain Southern rural areas, and 
bacteriological and chemical contamination on some Native American lands.® Balazs et al. 
have established that in areas of California "race/ethnicity and socioeconomic class were 
correlated with exposure to nitrate and arsenic contamination and noncompliance with 
federal standards in community water systems."’ 

The Flint case is not an anomaly. There is a wide array of factors, including lack of access of 
lower income communities of color to resources and government political attention, that 
help to create a disproportionate and "persistent drinking water burden" in these 
communities. '*> In sum, researchers have found that "unequal access to infrastructure 
drives unequal access to safe drinking water.”'^ 



No Two-Tiered Drinking Water System; Every American Deserves Safe Water 

As Flint and many other examples highlight, there are clear challenges to ensuring that 
every American gets safe drinking water. We don’t want to create a two-tiered system 
where the wealthy get water that is clean and safe for their families, and the less well-to-do 
get second-class water that poses risks to their health. 

Thus, we need to create an infrastructure investment and structuring system that ensures 
that communities that cannot afford to upgrade their water infrastructure get a helping 
hand. Below, I discuss some of the recommendations of the National Drinking Water 
Advisory Council’s Affordability Work Group, which toiled for many months to develop 
ideas for how to address affordability concerns. Among other ideas, the Work Group 
recommended the creation of Low Income Water Assistance Program (LIWAP), modeled 
after the Low Income Heating and Energy Assistance Program (LIHEAP), which would help 
lower-income people afford their water bills if needed. Thus, rather than providing 
substandard water, all consumers should get top quality tap water, with some assistance to 
low Income people if necessary. At bottom, the question is not how do we make water 
cheap, but how do we make it so everyone can afford clean, safe water for their families? 

The Backlog of Overdue Investments in Infrastructure 

There is a huge backlog of overdue investments in the nation’s water infrastructure. The 
American Society of Civil Engineers (ASCE) has been ringing the alarm bell about our water 
Infrastructure since at least 2001'3 with its troubling report cards giving our water and 
wastewater infrastructure a grade of "D” or worse every four years.** The engineers 
highlight serious problems that result from the lack of investment in our water 
infrastructure, noting that pipes and mains are often 100 years old and nearing the end of 
their useful life, causing frequent pipe failures and other problems. 

The evidence of these problems is widespread. For example, there are about 240,000 water 
main breaks per year due to deteriorating and poorly-maintained underground drinking 
water pipes,*^ Even more water is lost to unseen leaks and breaks that never reach the 
surface. Water losses waste not only enormous amounts of this precious resource, but they 
also can cause serious damage to roads and property, they can pose significant public 
health risks. For example, particularly when water mains are close in proximity to sewer 
lines, fecal contamination can get into the drinking water after a rupture or pressure loss, 
posing a threat of causing a waterborne disease outbreak. 

In many cities, underground pipes are often a century old or more, and in too many cases 
municipalities are on track to take 200 years to replace their aging pipes. 



We routinely lose an average of 14 to 18 percent of our drinking water to leaking 
underground pipes, although this is Just an estimate, since standardized auditing and 
reporting of water loses is not required in most states.'^ In some cases, such as Flint, water 
loss rates of 40 percent or more have been estimated. These leaks represent an enormous 
waste of water, energy, treatment chemicals, and money used to collect, treat, and pump 
the water. Moreover, points of leakage of any size can provide pathways for contaminants 
to enter the water system during short-term pressure fluctuations, known as "transients." 
Thus, leaks can cause water pressure losses, which can, much like catastrophic pressure 
failures from water main breaks, allow pathogens to get into the drinking water, posing 
health risks. Improved pressure management is an important component of both 
infrastructure stewardship and public health protection. 

Of course, as Flint also highlights, lead service lines are a significant remaining problem. 
Water industry experts recently published an estimate that there are over 6 million lead 
service lines still in use in the United States, serving 15 to 22 million people.'” While 
innovative techniques such as those being used in Lansing Michigan have shown us ways 
to cut the cost of replacing these lead service lines, millions of them remain in the ground, 
posing a risk that at any time lead may leach from them into the water. 

We applaud the American Water Works Association (AWWA), the nation's largest drinking 
water utility trade association, for their support for complete removal of lead service lines 
across the country, recently announced by their Board of Directors.'” We agree that such 
replacement is needed as soon as possible, to mitigate or avoid more lead contamination 
incidents across the country. We have not derived a national cost estimate for such 
replacements, though recent lower-cost techniques for lead service line replacement such 
as those used in Lansing and elsewhere demonstrate that innovative approaches are 
bringing costs down. 

The American Water Works Association estimates that it will cost $1 trillion dollars to 
upgrade, repair and maintain our drinking water infrastructure to serve the population as 
it grows over the next 25 years.^” Unfortunately, funding for drinking water infrastructure 
is not keeping pace with the needs. In recent years. Congress has appropriated about $2.37 
billion a year for water and wastewater infrastructure combined, funding a tiny fraction of 
the work needed.^' While states and localities will need to bear much of the water 
infrastructure costs as they have for generations, the current federal investment is not 
making a dent in the problem. 



167 


Infrastructure Investment Creates Good Jobs 

The good news is that investing in our water infrastructure not only helps to rebuild the 
base of the nation’s economy, which is highly dependent upon reliable, safe drinking water 
and wastewater service. But major investment in water infrastructure also will create 
hundreds of thousands or even millions of good-paying jobs. 

A recent study found that an investment of $188.4 billion in water infrastructure (an EPA 
estimate of wastewater-related infrastructure needs) spread equally over five years would 
generate $265.6 billion in economic activity and create close to 1.9 million Jobs .22 The study 
found, based on the economics literature, that such infrastructure investments "create over 
16 percent more jobs dollar-for-dollar than a payroll tax holiday, nearly 40 percent more 
jobs than an across-the-board tax cut, and over five times as many jobs as temporary 
business tax cuts.’’^^ 

Protection of Water Sources Helps to Protect Health and Reduces Treatment Costs 

We need a greater focus on source water protection. Ben Franklin’s aphorism that "a penny 
saved is a penny earned" was never so true as it is in this case. Uncontrolled or poorly- 
controlled source water pollution from polluters remains a serious problem. Unregulated 
or poorly-controlled sources that can pose substantial pollution threats include agricultural 
runoff and factory farm pollution, groundwater and surface water pollution from oil and 
gas exploration and development, coal and mineral mining, certain industrial sources, and 
spills and leaks from above-ground hazardous substance tanks. State authorities and EPA 
could substantially reduce the public health and environmental threats from such polluters, 
and could reduce the costs of drinking water treatment, by better controlling these 
pollution sources. 

The experience of Des Moines Water Works, which serves 500,000 lowans with their tap 
water, is illustrative of how state or EPA intervention to ensure that source water is 
protected from upstream agricultural pollution could help to keep rates more affordable. 

As a recent statement from Des Moines Waterworks notes, 

Des Moines Water Works meets or exceeds regulatory requirements for drinking 
water established by the United States Environmental Protection Agency.... 

However, the costs and risks in doing so are increasingly high as Iowa’s surface 
waters demonstrate dangers levels of pollutants. 




The increase in river nitrate levels is attributable to upstream agricultural land uses, 
with the largest contribution made by application of fertilizer to row crops, 



intensified by unregulated discharge of nitrate into the rivers through artificial 
subsurface drainage systems. 

"Iowa’s political leadership, with influence from industrial agriculture and 
commodity groups, continue to deny Iowa’s water quality crisis,” said Bill Stowe, 
CEO and General Manager, Des Moines Water Works. "Defending the status quo, 
avoiding regulation of any form, and offering the illusion of progress and 
collaboration, places the public health of our water consumers at the mercy of 
upstream agriculture and continues to cost our customers millions of dollars.” 

Des Moines Water Works seeks relief against upstream polluters and agricultural 
accountability for passing production costs downstream and endangering drinking 
water sources. In addition, Des Moines Water Works is actively planning for capital 
investments of $80 million, a cost funded by ratepayers, for new denitrification 
technology in order to remove nitrate and continue to provide safe drinking water 
to a growing central Iowa. 2'* 

While Des Moines may be unusual for its candor, its problems with unregulated or poorly- 
regulated upstream pollution are hardly so. Problems ranging from routine spills of 
industrial pollutants on the Ohio River that have led Cincinnati and Louisville to install 
advanced water treatment facilities at significant expense to ratepayers, are also 
illustrative. 

Similarly, EPA has failed to effectively regulate runoff of the widely-used herbicide atrazine 
which has caused drinking water systems across the country to find the chemical in their 
water, often at levels in excess of EPA’s standard during peak runoff season.^® In light of 
EPA’s and states’ failure to control this problem, a large group of water suppliers sued 
Syngenta, the manufacturer of atrazine, because they were routinely being required to 
spend significant amounts to remove the chemical from their tap water.^^ They reportedly 
settled the case for $105 million dollars, and according to lawyers involved as many as 
3,000 water utilities may be eligible to recoup at least some of their treatment costs.^^ 

Another example, upon which this Committee held a hearing on February 4, 2014, was the 
spill/leak of toxic chemicals from a huge above-ground tank at Freedom Industries that 
contaminated the drinking water of 300,000 people in Charleston, West Virginia in January 
of that year,28 EPA had been charged in the 1972 Clean Water Act with issuing rules to 
prevent spills and leaks from above-ground tanks storing hazardous substances, but has 
still not done so. Citizen organizations and NRDC recently entered into a consent decree 
with EPA to have the agency finally issue those long-overdue rules^’, though the list of 
hazardous substances required to be covered by such rules still has not been updated to 
include the chemicals that caused the Charleston disaster. 



Many other municipalities have been forced to quietly install treatment to remove or 
protect against potential contamination from other contaminants from upstream polluters, 
without recourse against the polluters. A far better approach would be for Congress, EPA 
and states to crack down on uncontrolled or poorly-regulated pollution sources such as 
agricultural runoff and factory farms, mining, and oil and gas activities, to save ratepayers 
the expense of cleaning up after the polluters. 


Protecting Waters of the United States Will Help Control Infrastructure Costs 

As a result of confusing court decisions, millions of miles of streams and tens of millions of 
acres of wetlands lacked clear protection under the Clean Water Act. As a result, water 
sources that feed drinking water supplies for 117 million Americans were vulnerable to 
pollution. So were wetlands that filter contaminants and recharge groundwater supplies, 
while also providing important flood protection and wildlife habitat. If these waters are not 
protected against pollution by the Clean Water Act, downstream drinking water systems 
will have a very heavy burden of cleaning up the water to remove the contaminants, costs 
that — as in the case of Des Moines and so many other utilities — will be borne by 
ratepayers rather than the polluters. 

EPA and Army Corps of Engineers finalized the "Clean Water Rule" in May 2015, which 
helps to clarify which waters were protected under the act — about 60 percent of the 
nation's bodies of water. The new rule helps to protect a variety of streams, ponds, and 
wetlands, Including those streams that one in three Americans relies on for drinking water. 
It is important that we continue to protect these waters for current and future generations. 


Restructuring and Encouraging Cooperation Among Small Systems Cuts Costs 

Some states, including Kentucky and Connecticut, have made a major effort to encourage 
cooperation, regionalization, and in some cases physical or managerial consolidation, of 
small water systems.^'* Basically, this involves a broad range of approaches including: 

• Ensuring that managers and staff from small water systems are in regular 
communication and cooperating with other utilities in order to learn ways to 
address compliance and infrastructure challenges as efficiently and effectively as 
possible; or 

• Regionalizing management of multiple small systems so that overhead is reduced, 
expertise can be shared, and duplication of functions minimized; or 

• Actual physical interconnection and consolidation of the pipes of multiple small 
systems to make them into a single system. These approaches can take advantage of 



the economies of scale, and reduce costs and often improve compliance and water 
quality and reliability for customers served by small systems.^i 


EPA has studied this approach extensively. In many cases it is highly effective at 
improving compliance and reducing costs. 

Increasing Challenges to Water Infrastructure from Extreme Weather, Droughts 

With increasing challenges from extreme precipitation events, droughts, groundwater 
depletion, and saltwater intrusion in many coastal areas, our water infrastructure faces 
new and often unprecedented risks. We see this in the impacts of the California and 
Midwestern droughts, the steady depletion of the Ogallala Aquifer, and the intrusion of 
saltwater into the wells used for drinking water in many coastal areas in Florida and 
California, for example. 

It has become crucial for water utilities to plan for these challenges by integrating their 
water and wastewater planning through approaches such as using "integrated water 
resources management" or IWRM. Some have referred to this approach as "sustainable 
integrated water management." IWRM is "a process which promotes the co-ordinated 
development and management of water, land and related resources, in order to maximize 
the resultant economic and social welfare in an equitable manner without compromising 
the sustainability of vital ecosystems. integrated planning will become crucial as 

the impacts of climate change and other challenges become increasingly serious. 


The National Drinking Water Advisory Council Affordability Recommendations 

I had the honor to participate in an extensive and exhaustive process of discussing the best 
ways of ensuring that water bills are affordable, while not compromising public health. The 
National Drinking Water Advisory Council’s Affordability Work Group, which included 
state and local officials, drinking water utilities, NGOs, financing experts, and others, made 
extensive recommendations which we do not have time to go into here, but which 1 
commend to members of the Committee.^^ Among the key recommendations^'* were: 

• Affordability Rates. "EPA should provide information and examples pertaining to 
the use of affordability rates [for low-income customers] for systems to help make 
water affordable to low-income households.... [AJffordability rates can be an 
effective tool for many systems, both large and small, to allow for infrastructure 
Improvements needed to meet regulatory requirements without the need for 
variance technologies. By EPA providing information and examples of such rate- 
making ideas to water systems, more systems may take advantage of this tool." ■ 



• Low Income Water Assistance Program. Congress should adopt a "Low Income 
Water Assistance Program (LIWAP) as a means to assist low income households 
facing high drinking water costs, funded with Congressional appropriations similar 
to the funding for LIHEAP.” 

• Increased SRF Funding. "DWSRF funding should be increased, with special 
consideration given to assisting small systems. In order to lessen the need for 
variance technologies, additional funding for the DWSRF, targeted to small systems, 
would be effective." 

• State Disadvantaged Community Programs. "EPA should encourage States that 
have not already done so, to establish a disadvantaged community program to 
address small system affordability issues. Such funding should be consistent with 
the principles in the DWSRF to encourage restructuring where viable." 

• Targeted Compliance Assistance Funding. "T o ensure the most effective use of 
grant funding to help achieve affordable safe drinking water, targeting compliance 
assistance funding to the systems most in need should be a priority. It is important, 
however, that grants not be given to disadvantaged systems that, after the grant, 
will not have managerial, technical, and financial capacity to operate over the long 
term. Since restructuring can be the most effective tool in ensuring such long-term 
capacity, priority should be given to using the funds for such restructuring 
purposes.” 

• Funding Beyond SRFs. "Provide additional funding beyond the current DWSRF 
funding for small systems to adopt cooperative strategies as broadly defined.... 
Cooperation between small systems can take many forms. It is one of the best 
methods for allowing small systems to achieve financial, managerial, and technical 
capacity for long-term sustainability as well as to meet compliance requirements 
without the need to use variance technologies." 

• Other Federal Agency Funding. “Explore and consider the use of other state and 
federal agencies, such as the U.S. Army Corps of Engineers and the Bureau of 
Reclamation, to assist small drinking water-related projects." 

• State leadership to promote cooperation among small systems to cut costs. 
"Cooperative efforts designed for an area or regions are essential if the cost of 
compliance is to be reduced. These efforts should be funded through new 
appropriations or through re-allocation of a portion of DWSRF funds...." 

• "Offering meaningful incentives for assessing whether cooperative efforts are 
feasible and limiting financial and technical support for individual system 
compliance solutions to small systems that have assessed cooperative options and 
found them to be infeasible or not cost-effective.” 


EPA's "Four Pillars” to Promoting Sustainable Water Infrastructure 

Under the George W. Bush Administration, in 2007 EPA developed what it called a "Four 
Pillars" approach to promoting sustainable water infrastructure, which generally is 
consistent with the principles espoused in this testimony. This approach includes: 



1. Better management: "Widespread adoption of better management practices offers 
great promise to reduce costs and direct system investments using a risk-based 
approach." 

2. Full cost pricing; "Pricingthat recovers the costs of building, operating, and 
maintaining a system is absolutely essential to achieving sustainability. Drinking 
water and wastewater utilities must be able to price water to reflect the full costs of 
treatment and delivery." 

3. Water efficiency: "EPA is focused on developing a program that takes a broad 
approach by setting water efficiency levels for products, in conjunction with 
manufacturers, utilities and other stakeholders; building partnerships with 
manufacturers, distributors, utilities and others to promote water efficient 
products; and promoting an ethic of water efficiency through promotional 
activities." 

4. Watershed approaches: "One of EPA's highest priorities is using a watershed 
approach to address our impaired waters.... The focus is on making sound 
infrastructure and growth decisions within the context of how water flows through 
a watershed. Our success at restoring and protecting impaired waters requires 
strong partnerships between federal, state, and local governments. " 


EPA emphasized that the tools available to assist communities in affording 
infrastructure Include grants, loans, state financial assistance programs, institutional 
arrangements, electronic services, fees, and bonds. 


Recommendations 

There is an emerging bipartisan consensus that we need to increase our investment in 
infrastructure. NRDC has several recommendations for improving federal water 
infrastructure investments and controlling costs of such investments: 

1. Fix Flint. Flint’s water infrastructure must be immediately repaired and replaced, 
and safe, reliable water [i.e, bottled water delivered to residents until tap water is 
fully confirmed as reliably safe) must be supplied in the meantime. In addition, we 
support the recommendations of the independent Flint Water Advisory Task Force, 
including the recommendation that there be a tracking system to ensure ongoing 
health protection for those exposed, and follow-up studies, treatment, and 
educational and nutritional intervention, among other important steps.^5 yye also 
support the package of proposals included in Senator Stabenow and colleagues in 
the Drinking Water Safety and Infrastructure Act [S, 2579), including provision of 
urgently-needed resources for infrastructure improvements. 
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2. Fix our National Water Infrastructure, Paying Special Attention to the Needs of 
Lower Income and Disproportionately-Affected Communities. We need major 
investment in our water infrastructure, including: 

1. Replacement of the 6+ million lead service lines; 

2. Adoption of standardized water loss auditing and reporting methods, as 
developed and endorsed by the AWWA,^^ to provide the foundation for cost- 
effective loss reduction and repair strategies; 

3. Accelerated replacement of deteriorating water distribution piping; 

4. Support for restructuring or consolidation of small systems having trouble 
complying or difficulty affording infrastructure improvements, so they can be 
more efficient and enjoy the economies of scale; 

5. Improvements to the process for treating of our drinking water. Far too 
many drinking water treatment plants in the U.S. continue to rely solely upon 
outdated technologies for treatment such as coagulation, sand filtration and 
chlorination. These technologies can work well to remove some basic 
contaminants like certain microorganisms, but cannot remove many of the 
modern contaminants such as pesticides, industrial chemicals, 
pharmaceuticals, and other chemicals that are widespread in water.^^ We 
need to invest in modernizing our treatment plants, as some leaders in the 
industry have done. 

3. Increase Federal Water Infrastructure Funding. Current Congressional funding 
of $2.37 billion dollars per year combined for Clean Water and Drinking Water 
infrastructure is paltry by comparison to the enormous need. As noted, we must 
invest in clean water infrastructure to better protect the source waters of our 
drinking water supplies, in addition to making investments in our drinking water 
infrastructure. These investments must be substantially increased, at least to the 
approximately $8 billion per year combine level funded under the American 
Recovery and Reinvestment Act of 2009. 1 note that Senator Cardin has proposed 
legislation (S. 2532) that would more than triple Drinking Water and Clean Water 
SRF funding, a move we strongly support. As part of the funding strategy, EPA and 
state agencies managing these investments should prioritize funding (including 
grants) for water infrastructure improvements in low-income communities and 
communities of color since they are so often most at risk and have the greatest 
problems affording new investments. In addition: 

• As part of this reinvigoration of the federal infrastructure investment, more 
flexibility (grants, loan forgiveness) in the SRF is needed for communities 
that don’t have the ability to meet the criteria to pay back the loans but have 
serious health threats. 

• States and municipalities also must play a significant role and join in the 
investment. 

4. Protect Source Water to Reduce Infrastructure Costs. The better we prevent 
source water pollution from a wide array of sources ranging from agricultural 
runoff, to factory farm pollution from manure, to oil and gas-related pollution, the 
less ratepayers will need to pay to clean up their drinking water. As we have seen 
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repeatedly in cases like Des Moines, the hundreds of water systems forced to sue the 
manufacturer of atrazine due to poor regulatory controls on runoff that caused 
widespread water contamination, and many other examples, an ounce of prevention 
is worth a pound of cure. A strong Clean Water Rule to protect waters of the United 
States is an important component of this strategy. 

5. Encourage Small Systems that are Having Affordability and/or Compliance 
Problems to Regionalize, Restructure, or Consoiidate. As discussed above, and 
as recommended by EPA and the National Drinking Water Advisory Council's 
Affordability Work Group, small drinking water systems can be inefficient and have 
difficulty complying and lack the economies of scale. Approaches to encourage 
cooperation, restructuring, regionalization or physical consolidation can often cut 
costs, improve compliance, and provide better drinking water to customers. 

6. Fix the Lead and Copper Rule. Lead-contaminated drinking water remains a major 
problem around the country. The EPA's Lead and Copper Rule fLCR] — and the way 
states and EPA implement and enforce them — need a major overhaul. The LCR, at a 
minimum, should be fixed to: (a) require all lead service lines to be fully replaced; 

[b) more fully and fairly monitor problems, and prohibit gaming the system to avoid 
detecting or reporting lead contamination problems; and fcj require clear, ongoing, 
and culturally-appropriate public education and notification of lead problems. 

7. Let Citizens Act Immediately in Cases of Imminent & Substantial 
Endangerment to Health. In cases such as Flint, citizens whose drinking water may 
present an imminent and substantial endangerment to health should be authorized 
under section 143 1 of the Safe Drinking Water Act to immediately bring an action 
for relief when the government has failed them. 
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Senator Inhofe. Thank you, Mr. Olson. 

Mayor Berger, 27 years, is that right? 

Mr. Berger. Yes, sir. I am a slow learner. 

[Laughter.] 

Senator Inhofe. Well, there have been a lot of ideas here, a lot 
of testimony here, but the thing that seems to be missing is afford- 
ability and flexibility. 

Now, you are here representing the U.S. Conference of Mayors, 
as well as a Mayor yourself Can you tell us why the U.S. Con- 
ference of Mayors believes that the EPA’s integrated planning pol- 
icy isn’t sufficient to address the Mayors’ concerns about the afford- 
ability that we talked about? 

Mr. Berger. Thank you. 

Senator Inhofe. It is meant to do that, but is it doing it? 

Mr. Berger. First of all, I can say for a fact that because Lima 
was the first city to actually negotiate successfully a consent decree 
involving integrated planning, that we would never have gotten to 
that point of actual agreement without the integrated planning pol- 
icy. It does give us the flexibility that we need to proceed and move 
forward, and we actually are grateful for the fact that there were 
champions in headquarters at U.S. EPA that created the policy and 
actually worked through with us the negotiations with the regional 
office. 

Our concern is the fact that it is a policy; it is not the law. Our 
concern is that it should be codified so that cities all across the 
country in fact have the opportunity to use it to do their long range 
planning and priority setting for their own systems. 

We are coming up on a process — we are already in this process 
of actually electing a new President. Who knows what happens to 
that policy under the next Administration? So there is that transi- 
tional change that we are concerned about. But second, I can also 
tell you that the experience of cities around the country is that 
there is enormous resistance in the regional offices to actually im- 
plementing the integrated plan with cities. 

As of this point, we know of really only four communities that 
have been able to successfully put in place integrated plans, that 
being Lima, Ohio, Evansville, Indiana, Springfield, Massachusetts, 
and Spokane, Washington. So our concern is that this is an oppor- 
tunity that cities have but aren’t able to successfully implement. It 
needs to be part of the law. 

Senator Inhofe. Thank you. It was someplace in the U.S. Con- 
ference of Mayors that the word was used as prosecutors, that the 
EPA treats some of the small communities like prosecutors. 

Mr. Berger. Oh, I think that is a widespread experience for cit- 
ies. We are treated as polluters; we are not treated as stewards, 
along with the State, for the public environment, for our systems. 
And it was very clearly the case that regional staff was dismissive. 
It took us 10 years to get to an agreement. And I believe that that 
attitude of, frankly, an arrogant, dictatorial attitude out of the 
agency is very real for most cities. 

Senator Inhofe. Do you agree with that, Mr. Chow? 

Mr. Chow. Yes, sir, I do. First of all, Baltimore City, we also use 
integrated planning and basically try to manage our $4 billion 
worth of capital projects. 
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Senator Inhofe. OK. 

Mr. Chow. But yes, we do experience that as we negotiate with 
our consent decree, SSO consent decree. We do get more favorable 
comments or support from the headquarters rather than from the 
region. 

Senator Inhofe. Mr. Moore, this is Senator Wicker over here. He 
introduced S. 611, I think it was, and they passed his bill, and it 
is now law, and that establishes technical assistance under the 
Safe Drinking Water Act for small and rural communities, which 
you are representing. Do you think that bill should include also 
communities meeting wastewater mandates? 

Mr. Moore. Yes. The technical assistance end of this we cer- 
tainly support a certain percentage of, you know, whether it is SRF 
or the WIFIA, to go to technical assistance to supply that assist- 
ance to the smaller systems that cannot go out, you know, and af- 
ford the engineers, or it puts a burden on them. 

Senator Inhofe. You know, I understand that, because in our 
State of Oklahoma there are a lot of Madills around. We have a 
lot of communities that would say that you are representing them 
well. And I think these are some of the things that we can do in 
our committee. 

Senator Boxer. 

Senator Boxer. Thanks, Mr. Chairman. 

Many say that in addition to bread, water is the staff of life, so 
you are dealing with something that is critical, and I thank you for 
all your passion about it, I really do, and dedicating your life to it. 
Everybody takes it for granted, we all do, until a kid gets violently 
ill or a woman has a miscarriage or there is rashes all over our 
body. Then we go what have we done wrong, all of us together. We 
are in this together; this isn’t an us-versus-them situation. As Eric 
said, it is all about our families. 

So when something goes wrong like that or when a child swims 
in a lake that has untreated sewage in it, Mr. Berger, and they get 
very ill because of it, everyone focuses on it. So today we are focus- 
ing on it. We are focusing on other things that I believe are sec- 
ondary, because let me tell you something. We have spent, so far, 
$2 trillion in the war in Iraq, OK? I care about this country. I care 
about our kids being safe. And to say, oh, we can’t afford it, balo- 
ney. We could afford the war. Thank God not with my vote, but we 
could afford the war. So we can afford this. 

I mean, I really appreciate all of you coming here today to help 
us figure out how we can do this and not harm our people phys- 
ically, mentally from this problem, and also in their pocketbooks. 

So I want to talk about a few of those things, but first I wanted 
to ask Mr. Olson are frequent discharges of combined sewage over- 
flows and sanitary sewer overflows, are they a concern? Because we 
are focused on lead, as we should be. What about these overflows, 
with the bacteria? 

Mr. Olson. Yes, these are definitely a concern. These are defi- 
nitely a public health concern, as well as an environmental con- 
cern. From a public health standpoint, very often raw sewage is ac- 
tually dumped into lakes and streams, and that can cause massive 
contamination. We see beaches being closed; we see people getting 
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sick, waterborne disease from swimming in it, from being exposed 
to it. 

Senator Boxer. So it is a problem that should be addressed, in 
your opinion? 

Mr. Olson. It is definitely a big problem in hundreds of commu- 
nities across the country. 

Senator Boxer. Because that is what the studies are now show- 
ing. It is disgusting, and we have to fix it. And we can argue over 
everything. We have to fix it. 

Now, Mr. Berger, I want to be your partner. The first part of 
your testimony I agreed with it, but the rest of it I found very dis- 
turbing. First of all, you mentioned my State, and you talk about 
what it costs. I want you to know that my State has tougher envi- 
ronmental laws than the Federal Government, A. That is what the 
people there want. OK? B, no one in L.A. ever called me to com- 
plain, so who is it you talked to specifically that I can contact and 
say what are the problems? 

Mr. Berger. Well, the Conference of Mayors published a study 
of 33 cities 

Senator Boxer. You mentioned Los Angeles. 

Mr. Berger. That is correct. 

Senator Boxer. Who told you they are upset about this? Because 
I want to contact them. 

Mr. Berger. We will give you the published study with those 
names. 

Senator Boxer. I am not asking for a study. You talked about 
L.A. Because you do not represent L.A., I do. So you tell me who 
is complaining. And I would really appreciate it if you present it 
in writing. 

Now, Mr. Berger, in your testimony you complain that EPA re- 
sists flexibility. This could be true. We want to make sure they 
don’t. We want to get it done just as much as you do, with max- 
imum flexibility. And insists on unrealistic timetables for meeting 
water quality requirements. Yet, your consent decree provides the 
city 24 years to come into 

Mr. Berger. Yes, ma’am. 

Senator Boxer. Let me ask my question. — to come into compli- 
ance with the Clean Water Act. This consent decree comes after 
years of the city failing to comply with water quality requirements. 
And it is also my understanding that you have one of the longest 
consent decrees in the country. 

Is 24 years an unreasonable timetable? 

Mr. Berger. That is why we agreed to it, because it is not. 

Senator Boxer. So it isn’t. So then why, on the other hand 

Mr. Berger. But it took us 10 years of negotiation in order to 
be able to deal with the agency. 

Senator Boxer. Well, you didn’t mention the fact that your ef- 
forts paid off. And let the record show you got a 24-year consent 
decree. 

Now, let me ask you, Mr. Berger, do you think it is appropriate 
for cities to make improvements to stop the discharges of raw sew- 
age into waterways that are used by our kids? 
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Mr. Berger. I believe that it is appropriate for us to take reason- 
able measures, whether it is with combined sewer overflows or san- 
itary sewer overflows, to minimize those kinds of problems. 

Senator Boxer. Good. 

Mr. Berger. But there are also instances, and many instances, 
where the requirements are not realistic. 

Senator Boxer. I understand. You said that. 

Mr. Chow, would increased funding of the programs that you say 
are helping you, will increased funding help the communities facing 
affordability issues? We all care about that. 

Mr. Chow. Yes, it definitely would. With the fact that we are 
forced to use local money to pay for the rehabilitation of our infra- 
structures. 

Senator Boxer. Thank you. 

Mr. Chow. So Federal dollars certainly would be very helpful. 

Senator Boxer. OK. Well, I will close because I know my Chair- 
man wants me to. I will. But I want to thank Mr. Arndt for your 
kind statements about WIFIA, because we are excited about it. We 
have to fix it to meet some of the real needs, and we will, but we 
are very excited about it. We think it is a new tool, and we think 
the leverage is going to be fantastic for you. 

Thank you, Mr. Chairman. 

Senator Inhofe. Thank you. Senator. 

Senator Wicker, now that I have teed you up with your legisla- 
tion, you are recognized. 

Senator Wicker. Thank you, Mr. Chairman. I have so much to 
say, and 5 minutes is inadequate, but I will do my part. 

It is a fact that EPA has used its discretion to actually reduce 
the availability of technical assistance to small communities by 75 
percent. This has eliminated two full-time circuit riders in my 
State of Mississippi. And I do appreciate the Chair mentioning the 
legislation which Senator Heitkamp and I championed last year, 
the Grassroots Rural and Small Community Water Systems Assist- 
ance Act. This was signed into law by the President on December 
11, 2015. 

Let me just tell you what we are facing in Mississippi. The town 
of New Hebron has 400 people. They are being told they have to 
spend $3 million to comply with the EPA. How are they going to 
do that? Lawrence County Water system, with approximately 2,000 
persons, needs half a million for a new well. The Town of Como, 
population 1,200, is facing overwhelming water challenges and fail- 
ing to meet the current EPA permit. They just finished paying ap- 
proximately $1 million loan. Now they have to spend another $1 
million. The town of Utica, with a population of 850 persons, is fac- 
ing $1 million compliance upgrade. 

I don’t know why anybody runs for city councilman or Mayor in 
these small towns. My hat is off to them for trying to make small 
town and local government better. 

The small town of Shaw, 1,900 people, was under a boil water 
order because of a broken chlorinator that they couldn’t afford to 
fix. The city of Mound Bayou has approximately 2,300 persons; $87 
million to pay for a new sewer treatment facility that EPA is man- 
dating on them because of nitrogen and phosphorus discharges. 
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Senator Heitkamp and I had hoped that, at a very minimum, the 
legislation that the President signed would result in a return of cir- 
cuit riders in rural areas instead of increasing regulatory require- 
ments. Sadly, the circuit riders have not returned to my State with 
the assistance that they have so capably provided to us. 

Mr. Moore, we see the burden of Federal unfunded mandates in- 
creasing and EPA assistance decreasing. Is EPA insisting on a 
Cadillac for these communities when actually a used Chevrolet 
would do all right? Is there a middle ground there? I am very con- 
cerned about the horror stories that Senator Boxer mentioned. I 
think we all are. Lead in the water, completely unacceptable; chil- 
dren swimming in lakes polluted by raw sewage, absolutely unac- 
ceptable anywhere, particularly in the United States of America in 
the 21st century. But is there a balance there that the regulators 
who come in and treat you like they are prosecutors, rather than 
partners, is there a balance there that we are missing? And what 
can you tell us in that regard? What do you say to these small 
towns? 

Mr. Moore. Well, first, I would say that even as a small commu- 
nity or a small rural water system, it is our top priority to put out 
safe water. We will not put out water that is in any way unsafe. 

Senator Wicker. Absolutely. 

Mr. Moore. Talking about comparing a Cadillac system or some- 
thing that a big municipality would need, you know, compared to 
us, we have to have the facilities that create that safe water, and 
there is only so much, you might say, bells and whistles that go 
on some of the bigger water treatment plants that maybe we don’t 
need. 

What was the other part of your question? 

Senator Wicker. Mr. Berger, how can these small communities, 
these small towns and municipalities, pay for these mandates? 

Mr. Berger. Well, Senator, I think that part of it has to do with 
what the requirements are, and I think the opportunity for tech- 
nical assistance is essential to be able to make certain that they 
have proper technical advice about what is appropriate. When it 
comes to the actual affordability issue, there is no question that the 
Eederal Government needs to become a major funder in the form 
of grants. Grants are now made to States, and States turn around 
and loan those moneys to cities. That impacts the affordability and 
makes it unaffordable. So I think that the Eederal Government 
needs to look back at the time of the Clean Water Act first being 
implemented and the Safe Drinking Water Act and look at the suc- 
cesses that were achieved when the Eederal Government had skin 
in the game in the form of direct assistance to localities. 

Senator Wicker. Thank you very much. 

Senator Inhofe. Thank you. Senator Wicker. 

Senator Cardin. 

Senator Cardin. Thank you, Mr. Chairman. 

I want to thank the entire panel. 

My good friend. Senator Wicker, I want you to know that I vis- 
ited the water treatment facility plants in my State. I was just at 
the Ashburton facility in Baltimore City this past Monday, I was 
at the WSSC plant also on Monday, and I am very proud of the 
commitment that the local governments of Maryland have made to 
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make sure that we have safe drinking water, and we do. But it is 
not a Cadillac; it is not a used Chevy. We are rebuilding the Model 
T. They are 100 years old. The plant in Baltimore was first built 
100 years ago. It was state of the art, state of the art, and we are 
modernizing it, but it is still the 100-year-old facility. So it is a 
struggle. 

And obviously we all want to make sure that regulations are 
done as efficiently as possible, but the bottom line is we must make 
sure that there is safe drinking water for the people of our country. 

What happened in Flint was absolutely outrageous, and I think 
we all understand that. There were some conscientious decisions 
made there that should not have been made. But we have problems 
throughout this country, let’s make no mistake about it. In Wash- 
ington, DC, in the early part of the last decade, lead leached into 
water of possibly 42,000 children; and nearly a decade ago, in my 
city of Baltimore, we have closed the drinking water fountains in 
all of our public schools, and the reason is not that the water isn’t 
safe coming into the community, it is the connections into the fa- 
cilities that contain lead that can’t be used. 

So we have serious modernization. Mr. Arndt, you indicated that 
your organization’s studies showed in 2012, I think it was, that 
there is $1 trillion of backed up water infrastructure improvements 
over a 25-year period that could be spent. The EPA did a study 
showing there is over $600 billion in the next 20 years in order to 
modernize. 

I was listening to each one of you, and you all said the capacity 
here just isn’t there to do that. The ratepayers can’t burden that 
type of amount. And when you look at the Federal tools, and there 
are several, including the tax-exempt authorities that you all would 
like to see and WIFIA, but if you look at the State Revolving 
Funds, it is one-third the level it was in 2009. 

And I want to thank the Chairman, and I want to thank the 
Ranking Member, because they are trying to do something about 
that. We are going to try to reauthorize the State Revolving Fund, 
and that would be at a level, I hope, that reflects at least what the 
Federal partnership should be, and I thank our leadership on our 
committee because this committee, in a bipartisan manner, has 
tried to make more predictable water infrastructure Federal part- 
nerships and a reasonable amount to deal with the needs that are 
out there. So we are going to continue to try to make those invest- 
ments, and I have introduced some legislation, and I thank the 
leadership of this committee for their encouragement of the legisla- 
tion that we are pursuing. 

Mr. Chow, I want to give you an opportunity to respond to a 
point that you made in your statement, and that is recent findings 
of economic benefit analysis on the State Federal Revolving Fund. 
You indicate that the way this is scored doesn’t always reflect the 
true economic cost and benefit of the Federal investment. Could 
you elaborate on that a little bit more? 

Mr. Chow. Sure, Senator. So, traditionally, when we are looking 
at the State Revolving Fund, we are looking at the money coming 
from the Federal Government and/or from the State, which is look- 
ing from that end, sort of one-sided. So, for example, the four 
States in the study showed that the total State and Federal invest- 
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ment for the years 2012 to 2014 amounted to about $1.46 billion. 
So as a result, that study actually showed that combined invest- 
ment generated about $160,000 in terms of the Federal tax from 
that investment. 

But if we are just looking at the Federal portion of SRF, which 
only amounts to about 23 percent of that total combined Federal 
and State, that every million dollars actually generates $695,000 in 
terms of the Federal tax from those States. 

So, in other words, $695,000 in Federal tax revenue is generated 
by a Federal investment of 23 percent of $1 million, so that is quite 
awesome. 

Senator Cardin. Thank you for underscoring that. Obviously, we 
are interested in clean, safe drinking water, but there is also an 
economic impact here, and I think the committee understands that, 
and I appreciate your testimony. 

Senator Inhofe. Thank you. Senator Cardin. 

Senator Fischer. Thank you, Mr. Chairman. 

And I thank the witnesses for being here today. 

We need to discuss the real world implications of these unfunded 
Federal mandates, as well as the lack of flexibility and the fair 
penalties that many of our communities are facing. The afford- 
ability of water and wastewater infrastructure is a critical concern 
around the country. In my home State of Nebraska, the city of 
Omaha is faced with the challenge of addressing a $2 billion un- 
funded combined sewer overflow mandated from the EPA, and the 
cost to the 600,000 residents in Omaha’s sewer service area is a 
burden, and it is particularly hard on our low- and fixed-income 
residents. 

So, Mr. Mayor, I would like to ask you a question. In your testi- 
mony you discuss the extensive and the costly process that your 
city endured to reach an agreement with the EPA’s required CSO 
mandate. In your experience, what are the necessary tools that 
Congress can provide municipalities and communities to better 
equip themselves to comply with those mandates with the CSO? 

Mr. Berger. Thank you. Senator. I believe that, first of all, one 
of the critical elements of integrated planning is the opportunity to 
prioritize. For an example, we have SSOs in our communities that 
we demonstrated had no public health impact or environmental im- 
pact but which will cost us $30 million to eliminate. We were able 
to push those off to a later time while we took on much more seri- 
ous issues relating to the CSOs. That ability to prioritize is part 
of integrated planning. It needs to be part of the law. It shouldn’t 
just be a policy. 

The second issue really is around affordability, and the Con- 
ference of Mayors has developed proposals for how to, in fact, de- 
fine affordability based upon not MHI, because median household 
income really masks the impact that these costs will have on low- 
income households. We believe that a definition of affordability, 
which absolutely respects the need to do something, but to do it 
within the affordable limits of a community’s resources, is impor- 
tant to ultimately getting to solutions. And we think that addi- 
tional time. 

You know, the Clean Water Act just had, I think, its 42nd birth- 
day, and what we have accomplished didn’t happen overnight. 
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What has been accomplished to the Nation’s waters in fact took 40 
years to get to this point, and we are still making advances. So any 
expectations, which are there in the regional offices, that things 
must be accomplished in 10 or 15 years as the norm really are not 
realistic. So part of the challenge of dealing with affordability is al- 
lowing for the kind of time that communities need to accomplish 
it within their budgetary means. 

Senator Fischer. Right. Could you speak a little more on the ne- 
cessity to address those high priority control measures and specifi- 
cally what impact does that prioritization have on public health 
and water quality? How can we have Omaha be able to benefit 
from that prioritization flexibility? 

Mr. Berger. Well, I think that comes back to the technical as- 
sessment of where, in any system, there are places where things 
are happening at higher levels, more frequency events, and then 
there are places and systems which do not have that kind of fre- 
quency or impact. And I think assessments of the entirety of the 
solution and then plotting that over time for implementation is the 
key to ultimately getting to something that is reasonable for any 
given community. 

Senator Fischer. Thank you. 

Mr. Chow, the Mayor just spoke about the median household in- 
come, and in your testimony you spoke about the impact on EPA 
when the agency looks at the community’s affordability to cover the 
unfunded mandates, and you specifically mentioned the benchmark 
that is used there. Could you explain why that median household 
income benchmark is harmful to our low- and fixed-income fami- 
lies? 

Mr. Chow. Sure. Of course, as I mentioned, Baltimore, 40 per- 
cent of our populations in the city are below median household in- 
come at this level, and 25 percent of the population is below the 
poverty line. So when you are looking at just the median household 
income, the curve is skewed; you are sort of looking at 

Senator Fischer. So what should they look at? 

Mr. Chow. They should be looking at the low end, meaning the 
folks who are most vulnerable, because that is the greatest eco- 
nomic impact, is to that population. As we raise water rates, for ex- 
ample, we raise water rates across the board. So, in essence, what 
the local end up having to do is that we have to come up with pro- 
grams that will assist senior citizens as well as low-income citizens 
to help offset. So looking at the low end would be more practical 
and more reasonable for us. 

Senator Fischer. Thank you. 

You know, Mr. Chairman, we have a lot of low-income residents 
in Omaha, and people on fixed incomes who are being hit right now 
with their water and sewer bills, so anything we can do to provide 
that flexibility to help those folks, I would really appreciate it. 
Thank you. 

Senator Inhofe. Senator Whitehouse. 

Senator Whitehouse. Thanks, Chairman. 

Three quick points I would like to make. One is that when you 
are talking about wastewater, it is like talking about real estate: 
location, location, and location are the three keys, and very often 
what is reasonable is in the eye of the beholder; and there is a con- 
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flict, inevitably, between the upstream and the downstream. And 
I would say to Mayor Berger there are a whole bunch of munici- 
palities up in Massachusetts who are up the Blackstone River from 
Rhode Island who probably think that they are doing what is rea- 
sonable for getting rid of their wastewater and their overflow into 
the Blackstone River, and they push back pretty hard against ERA 
trying to get them to clean it up, but the Blackstone River leaves 
their municipalities, and it comes down and flows through our mu- 
nicipalities in Rhode Island, and we have to deal with water that 
isn’t clean because they haven’t bothered to do the steps that we 
have undertaken actually in Rhode Island to protect our bay that 
they haven’t done themselves. 

So I hope we all remember that there is an eye-of-the-beholder 
issue here, and the downstreamers very often have a different opin- 
ion about what a good job the upstreamers are doing. 

The second point that I would like to make is that for all of the 
mockery and scorn that conversations about climate change gen- 
erate from that side of the committee, in Rhode Island the wolf is 
already at the door. This is not a hypothetical for us. And what we 
are seeing is the things that are most clearly connected with cli- 
mate change, from a water point of view it is rain bursts, and from 
a general point of view it is sea level rise. Unless somebody wants 
to repeal the law of thermal expansion, the sea level is going to 
rise, and our coastal States are going to get it, and we are already 
seeing that. We had, in 2010, back-to-back 100-year storms. We 
had more than 10 feet above flood level flooding. Our towns of West 
Warwick and Cranston and Warwick all had their sewage facilities 
flooded out by the rising river. I remember stopping on a highway 
overpass near where 95 was flooded and looking down into the 
Warwick sewage treatment facility, and all you could see was the 
tops of the fences and the roofs of the buildings, and everything 
else, all the sewage was off and down and out into people’s yards. 

So if you are talking about how individual communities should 
pay for that, pretty tough to tell Warwick, by the way, you have 
to rebuild your thing entirely because suddenly rain bursts that 
you had no cause in, that 15, 20 years ago, when this was built, 
weren’t anticipated, are suddenly drowning out your system. 

And on our coasts it is actually even worse. Our sea grant pro- 
gram and our University of Rhode Island have identified 10 at-risk 
coastal wastewater facilities. Ten in little Rhode Island, where sea 
level rise plus stronger offshore storms mean that velocity zones 
and flood zones, treatment plants are now there. So who is going 
to pay to move that? You are going to ask little Narragansett, little 
North Kingstown to pay to completely build a new — I don’t think 
they are capable of doing that. And again, they didn’t cause the sea 
level rise; it wasn’t something that years and years ago was antici- 
pated. Now it is very, very clear. 

So I urge my colleagues say what you want about sea level rise, 
enjoy your jokes and your mockery, but remember that for States 
like mine it is very, very real. It hits home. 

And the last thing that I want to say is, to Senator Cardin’s 
point, we are dealing with a lot of pretty old Model T stuff. You 
guys have seen these before, but I love to bring these out. Here is 
a pipe from a water repair that was done in Rhode Island. You can 



186 


see how big the pipe is. You know, I can barely get my finger 
through the little hole in the middle of it because it has been so 
filled up with sediments over the years. Here is a bigger version 
of the same thing. This was a nice big pipe at one point, but now 
you can see it got pretty clotted up. 

In my lifetime, we have actually been removing wooden water in- 
frastructure out of older Rhode Island communities. 

So we have a big, big catch-up gap just in terms of this being 
this ain’t a Chevy, this ain’t a Cadillac, this is horse and buggy 
stuff, and we need to invest in building it so that we don’t get the 
public health concerns that we have experienced. 

And I thank the Chairman for his attention to this. I think that 
working with Chairman Inhofe on these infrastructure issues is a 
very positive thing, and I appreciate his interest in it, and of course 
the Ranking Member as well, who is terrific on these things. So 
thank you both very much for this hearing. 

Senator Inhofe. Thank you. Senator White house. 

Senator Sullivan. 

Senator Sullivan. Thank you, Mr. Chairman. I want to thank 
you and the Ranking Member for calling this hearing; it is a really 
important one. 

And I want to commend the witnesses today. I have read through 
your testimony and really appreciate the diverse views and a lot 
of the insights that you are bringing to this hearing. I wanted to 
ask a couple questions that relate more to — and I appreciate the 
focus on the small communities, because that is one of the things 
that we struggle with in Alaska. 

You know, a number of those Senators have been talking about 
the challenges of old infrastructure. I actually, in my State, have 
the challenge of no infrastructure. There is a big difference. So I 
am sympathetic with communities that have to get rid of pipes and 
deal with old aging infrastructure, but we are kind of unique in 
that we have entire communities with no infrastructure. So in 
rural Alaska there are over 30 communities, thousands of my con- 
stituents that have no running water, no flush toilets. They use 
what we call in Alaska honey buckets. And trust me, the honey 
buckets don’t smell good. That is a euphemism. 

So I am going to be looking forward to working with the com- 
mittee. I have talked to the Ranking Member about this a little bit 
and trying to address some of these urgent issues. 

As I mentioned, one in four rural homes in Alaska lacks running 
water or flush toilets. And as you know, particularly those from the 
rural communities, that can actually lead to very high levels of dis- 
ease, third-world disease levels in some of these communities in 
America — in America. I think most Americans would be surprised. 
Yes, we have old infrastructure, but we have third-world condi- 
tions, and it is unacceptable. 

I wanted to ask, Mr. Moore, you were talking about the small 
community paradox. I think it is a really important point that even 
if we did have infrastructure, or tried to get it or tried to upgrade 
it, in a lot of small communities, like you were talking about, there 
is no ability to bond, there is no ability to amortize financing on 
future projects just because of the lack of a population base that 
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hits critical mass. How do we address that? And I will start with 
you on that issue, then I really want to open it up to anyone else. 

Mr. Moore. Well, we address trying to reach out our water sys- 
tem to those around us, you know, that does not have, like you 
said, even access to water at this point, or they have wells that are 
marginal water quality. 

Senator Sullivan. But I mean in terms of financing, should it 
be grant programs? I mean, if your community doesn’t even have 
the ability to bond, there is kind of a different step you need to 
take. Anyone else see what I am talking about? It just seems like 
you are kind of stuck if you are not like L.A., where you can do 
a bond, or any big city. It is different for the small communities. 

Mr. Moore. The low interest loans, you know, combined with a 
grant is our best option. 

Senator Sullivan. So you think the Federal grant program also 
has to be part of that option. 

Mr. Moore. Yes. 

Senator Sullivan. Does everybody else agree on that? 

Mr. Arndt. Senator Sullivan, I think one of the things that we 
need to look at closely as it relates to small systems are the State 
Revolving Loan Funds. At least in my State in Pennsylvania, they 
have used a substantial part of their funding for the small system 
needs in the State of Pennsylvania, and certainly, given the volume 
of dollars that are available through the State Revolving Loan 
Funds, it is not like they can fund these major CSO and SSO 
issues and needs that are out there. So I think there is a direct 
linkage there, so robust funding for the SRFs is clearly something 
that is important. 

The other thing I would say to you, like many, many problems, 
there is no silver bullet, but my authority over the last 40 years 
has acquired approximately 40 systems in Pennsylvania. Of those 
systems, all but two or three of them were small systems, and what 
we were able to do is leverage the presence of our core system to 
solve problems in those smaller systems, whether it is replacing 
supplies, upgrading mains. The fact that you have the ability to 
spread the cost over a broader customer base is an advantage. I 
recognize that may not be practical in Alaska. 

Senator Sullivan. Let me just ask one final question. Mayor 
Berger, you raised it, and it has been in testimony. I think it is a 
really important issue. According to the U.S. Conference of Mayors, 
the EPA, with regard to these water issues, has moved from being 
no longer a “partner to local government that it once was. The 
agency has, instead, assumed the role of a prosecutor.” And I 
couldn’t agree more with that assessment. That is from the U.S. 
Conference of Mayors. 

But Mayor Berger, you were alluding to this issue of moving 
from partner to prosecutor to one-size-fits-all to extremely onerous 
regs even for small towns like you mentioned Lima, Ohio. Can you 
go into that a little bit more? And is there anything we should be 
able to do from a statutory standpoint if the EPA has turned into 
a prosecutor, not a partner, which I fully agree with? They also 
don’t abide by their own regs and law a lot of the time. What 
should we do in the Congress in terms of trying to change that atti- 
tude which you articulated so well? 
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Mr. Berger. Well, in the consent decree process you have not 
just the agency, EPA, you also have the Department of Justice. 
This is a hostile setup. So the principal fix that can change that 
is to take it and transform it to a permitted process. This set of 
arrangements made between the State and Federal Government 
and locals doesn’t have to be enforced through consent decrees; it 
can be built into permits that get renewed with a set of obligations 
that get attached to it over time. So changing it from a consent de- 
cree process to a permitted process would change that. 

Senator Sullivan. Thank you. 

Thank you, Mr. Chairman. 

Senator Inhofe. Thank you. 

Senator Capito. 

Senator Capito. Thank you, Mr. Chairman, and thank the Rank- 
ing Member as well. 

And I want to thank all of you for being here today. 

I wanted to talk to you, Mr. Moore, about rural America. We 
heard our Senator from Alaska, some of the issues. Obviously, he 
has a much greater land mass and fewer people than anybody else 
in the United States, so those are particular challenges. But I 
think we found in rural West Virginia, at least, that the places that 
have the least amount of resources are still asked to comply at the 
same kinds of levels, and it is difficult because you have to go to 
the ratepayer first to try to see if you can — we have a public serv- 
ice commission, that is how ours is regulated — to see if the rate- 
payer can bear some of the burden, and a lot of times in these rural 
areas is where we are economically challenged at the same time. 

So what kind of solutions do you see to be able to alleviate — 
maybe not alleviate the burden because we want clean water every- 
where, of course, but to help rural areas get over this hump? 

Mr. Moore. Our Oklahoma Rural Water Association, through 
EPA funding, has circuit riders. 

Senator Capito. Right. We have those too. 

Mr. Moore. And they are instrumental in our State at helping 
with compliance and getting the ideas there that hopefully can 
solve a problem, rather than bringing in millions of dollars of new 
equipment, because we just can’t afford that. 

Senator Capito. So when you are putting into an expansion or 
doing a replacement, what other resources are you looking at be- 
sides the ratepayer? I don’t know if Oklahoma has a State infra- 
structure bank or anything of that nature. 

Mr. Moore. Yes. 

Senator Capito. What other? If you could just enumerate them 
kind of quickly. Small cities block grant? 

Mr. Moore. Yes, we do have that, and the SFRs are adminis- 
trated through the Oklahoma Water Resources Board, and then the 
USD A rural development. 

Senator Capito. Right. 

Mr. Moore. That is normally where 

Senator Capito. Where your resources are. OK. 

Mr. Gysel, I would like to talk about public-private partnerships, 
because in the last bill we passed, the WIFIA, which we think has 
some promise in terms of being able to access public and private 
dollars to maximize the availability of resources, how do you see 
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that and are you familiar with it, No. 1? It hasn’t actually been 
funded yet, so as soon as we have it funded maybe you would have 
a better answer, but what kind of promise do you think that has? 

Mr. Gysel. Thank you. Senator. We think it has a lot of promise 
in the fact that WIFIA — and we are assuming it is going to go 
ahead, hopefully — allows for both the blending of Federal funding 
as well as private money to come together and leverage that out 
properly. As we said in our testimony, the infrastructure gap is so 
great right now we don’t think that Federal funding will be able 
to bridge that gap, and we have to bring in these other funding re- 
sources through public-private partnerships to do that. 

A big part of public-private partnerships is not just the funding 
component, but is also the risk transference that happens between 
the municipality or the customer and the company taking on that 
risk. And we feel that through what we have accomplished through 
public-private partnerships, that risk transfer can generate incre- 
mental value to that customer as a definitive delivery of a model 
for fixed price and for fixed delivery over the life of the project. The 
infrastructure initially is very important, but the life of the project, 
the next 30 years of operations, before you turn that infrastructure 
back to the client, is very important as well. 

Senator Capito. Right. I Imow on TIFIA, which is the transpor- 
tation that has allowed a lot of PPPs to move forward, one of the 
things we are doing in our State through the creativity, I think, of 
our Governor and others is to have the company come in and sort 
of forward-fund the project, and then have the State reimburse 
over a longer period of time. So you cut not just the initial dollar 
that is needed at the public, but you also cut the timing, and you 
can front-end load it. Do you see that as having the same possibili- 
ties in these kinds of projects? 

Mr. Gysel. Very much so. Very much so. 

Senator Capito. Your dollars are going to go farther. 

Mr. Gysel. They will. And our company is in the process of 
building the largest P3 project in Regina, Saskatchewan in Canada. 
It is a $200 million wastewater treatment plant for compliance rea- 
sons, and they have a 30-year ongoing operation maintenance pro- 
gram for another $600 million, and then they turn it back to the 
city at the end of the time. 

Senator Capito. OK. 

Mr. Gysel. But the timeline, you are very correct, the timeline 
to crunch this down, to turn the financing and deliver the project 
is critical in these value generations. 

Senator Capito. I am a big supporter of WIFIA. Thank you. 

Mr. Gysel. Thank you. 

Senator Inhofe. Thank you. Senator Capito. 

Senator Markey. 

Senator Markey. Thank you, Mr. Chairman, very much. 

You know, clearly Flint is the perfect example of how water pol- 
icy can just go completely wrong. They had the highest bills and 
the worst water in times of quality simultaneously, and in a very 
poor community. And we know that communities that are poor are 
disproportionately harmed by this issue, and other environmental 
issues as well. So I have a group of questions I would like to ask, 
because as we saw in Flint, Michigan, the timeliness of reporting 
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water quality issues to the residents exacerbated the problem. It 
took too long for the proper agencies to receive notification of the 
extent of the problem and too long for the information to be relayed 
to the citizens of Flint. 

Does anyone disagree that one way to get EPA the information 
would be to require States to inform the EPA about persistent vio- 
lators or systems who have serious violations? Does anyone dis- 
agree with that? 

Mr. Berger. Senator, I believe they already are required to do 
that. 

Senator Markey. They are already required? 

Mr. Berger. Yes, sir. 

Senator Markey. OK. So none of you disagree with that it is al- 
ready a requirement. 

Does anyone disagree that public awareness of drinking water 
quality in their communities would be increased if it was online 
and reported electronically, instead of through annual paper re- 
ports? 

Mr. Gysel. We agree. In fact, our utilities are moving to that 
very online reporting as well. 

Senator Markey. So would that be a reasonable requirement for 
communities to do it online, rather than paper reports? 

Mr. Gysel. That is what we are doing, yes. 

Senator Markey. Does anyone disagree with that? 

Mr. Arndt. The only difficulty with going exclusively to an elec- 
tronic-based report is that there are still elements of the commu- 
nity that are not accessible to that kind of information, surpris- 
ingly. So I think really the best way is to do it in both fashions. 

Senator Markey. So you are saying that a Flint, Michigan, 
wouldn’t have the capacity to be able to report that? A poor com- 
munity would not have the capacity to be able to do it electroni- 
cally, as opposed to on paper? 

Mr. Gysel. Not to speak for him. I think what he was saying is 
that the customers may not have the ability to receive that elec- 
tronic information. 

Senator Markey. But ultimately should a community have that 
capacity, even if individuals do not within it? Because even in a mi- 
nority community you would have well over 50 percent who would 
have digital access that would make it possible for them to report. 

Mr. Arndt. I would think you would find general agreement in 
the water works industry that the electronic distribution is a pre- 
ferred approach. But you also have to be careful so that you can 
reach every one of your customers. 

Senator Markey. So there were clear communications issues be- 
tween agencies with the Flint crisis. Does anyone disagree that the 
GDC and State and local public health agencies should be imme- 
diately notified if drinking water violations are found that could 
have an adverse effect on public health so that those public agen- 
cies can help to detect and respond to the illness or evidence of ex- 
posure? 

Mr. Chow. I think we are pretty much doing that as a part of 
our water quality permit requirement already, as is. 

Senator Markey. Does anyone disagree that encouraging real- 
time monitoring of drinking water quality can ensure that potential 
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concerns which may have adverse effects on human health are han- 
dled in a timelier manner? Obviously, that was not the case in this 
situation. 

Mr. Berger. 

Mr. Berger. Senator, real-time implies huge, sophisticated sys- 
tem for testing and evaluation. Again, I think that what is now re- 
quired is a timely report, and I think Flint broke down not because 
of reporting but because there were some pretty bad decisions 
made, deliberate human decisions made, with a variety of cir- 
cumstances that just built on itself So my sense is that the regime 
in most places allows for the kind of notification and timeliness 
that you are seeking. 

Senator Markey. Yes, sir. 

Mr. Olson. Senator, I think that there was a combination of 
problems in Flint. Some of it was a lack of swift reporting and ade- 
quate testing, and we certainly would strongly support immediately 
reporting of violations and providing that to public health authori- 
ties, particularly in cases of significant health threats. Frankly, 
blood lead levels aren’t even automatically reported to CDC, and I 
know there is legislation Senator Cardin and others have proposed 
to address that. 

Senator Markey. Thank you. 

Thank you, Mr. Chairman. 

Senator Inhofe. Thank you. Senator. 

Senator Barrasso. 

Senator Barrasso. Thank you, Mr. Chairman. 

Mr. Moore, shortly after they passed the Clean Water Act in 
1971, continuing to today. Congress has appropriated money to the 
EPA to provide nonprofit organizations with experience and with 
expertise in the water and wastewater industry to assist rural com- 
munities, to assist them in operations, in training, management, 
regulatory compliance for their water and their wastewater sys- 
tems. But it seems to me that the EPA, over the last several years, 
has shifted a portion of that funding provided for this initiative 
away from this previous on-the-ground technical assistance in 
training to other methods that included funding entities with very 
little or no experience in the water industry with no established re- 
lationships with utilities that are being served. Things like 
Webinars were used as a primary tools to provide outreach and 
training rather than people on the ground. 

Do we want communities and utilities to use a Web site or 
Webinar, or call some university automated help line to get help, 
or is it better to have them rely on experienced boots-on-the-ground 
technicians who can provide onsite training and technical assist- 
ance, especially during an emergency? I would just appreciate your 
thoughts on that. 

Mr. Moore. I do know that the circuit rider program has taken 
cuts in the last few years, and a lot of States have lost circuit rid- 
ers. There is nothing wrong with Webinars, but in the State of 
Oklahoma we have many small rural water systems that may have 
100 users. They operate out of an office in someone’s home. They 
do not have access to the Webinars. Where the circuit riders can 
come in and they do a job, they are there face-to-face and they see 
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the infrastructure, they see the problem, and they normally have 
immediate response that they can implement. 

Senator Barrasso. And you think they have knowledge of what 
the system situation is on the ground? 

Mr. Moore. Yes. 

Senator Barrasso. Just because they live there, they are part of 
the community. 

Mr. Moore. Yes. And the circuit riders, they are there for that 
reason, and they have seen other systems, the neighboring sys- 
tems, the systems across the State, and they have gathered that 
information, and they can bring that information that applies to 
your system and give it to you. 

Senator Barrasso. In your testimony you talked about the onsite 
technical assistance that allows communities to comply with the 
EPA rules. I just ask how valuable it is, this onsite technical assist- 
ance, especially to utilities that lack the capacity or the financial 
ability to have the expertise to comply with the EPA. 

Mr. Moore. It is critical that we fund these circuit rider pro- 
grams. Like I said, on the very small rural water systems in the 
small cities, they rely very heavily on that technical assistance. 

Senator Barrasso. Thank you. 

Mayor Berger, if I could ask you about a question that you might 
have some insight into. We have several small communities in Wy- 
oming, Bridger Valley, Southwest Wyoming. They were in compli- 
ance with the EPA’s arsenic maximum contaminant level standard 
until that level was changed from 50 parts per billion to 10 parts 
per billion a number of years ago. You know, these communities 
had arsenic levels in the mid to low 20s, but the EPA lowered the 
level from 50 to 10, so for decades the 50 parts per billion was an 
acceptable health level. Suddenly it has changed, and then it be- 
comes very expensive, very cost prohibitive to implement the tech- 
nology to get down to that 10 parts per billion. Some engineering 
quotes in the first years were in the millions to get that number 
down. 

So the costs may have come down maybe $100,000, but for a 
community of 200 to 400 people, that money is still out of reach 
when you think about the other issues that our Mayor has to deal 
with; other people clamoring for that same money, and you are see- 
ing more bang for the buck with other things. So shouldn’t we just 
be reducing the regulatory burden on communities to allow them 
to have the funds to address the immediate health and safety chal- 
lenges of an aging infrastructure and give them the authority to 
make these decisions? 

Mr. Berger. Well, there is no question that the technology of 
measurement has changed dramatically over the last 40 years. 
Who could have imagined that we would ultimately be measuring 
things down to the nano level? And following the measurement, the 
regulations have become mandates to treatment levels. So the 
question becomes, for any given circumstance, when you are look- 
ing at a single regulation, how does that compare to the other pub- 
lic health challenges that a community has. And I think that often 
the regulators come in in a very siloed kind of way. They are 
charged with this particular mandate and ignore the rest of the 
mandates that a community might have. So I think, again, inte- 
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grated planning allows folks to be able to look at all the challenges 
in front of them and make choices and set priorities, and I think 
that is why it has to become a part of the law. 

Senator Barrasso. Thank you, Mayor Berger. 

Thank you, Mr. Chairman. 

Senator Inhofe. Thank you. Senator Barrasso. 

Senator Carper. 

Senator Carper. Thanks so much. I apologize for arriving late. 
We had a classified briefing on another subject, and I needed to 
stay there through its conclusion. So thank you for still being here, 
and thank you for attending and giving us your thoughts and re- 
sponding to our questions. 

I would like to ask a series of questions, and I am going to ask 
these for each of you, and just yes or no answers, initially. Except 
I am not going to ask, Mr. Olson, you to respond to these questions, 
they are really more for folks that are representing a utility or 
maybe a city that provides water for its residents. 

Here is the first question: Do you charge more for water when 
supplies are tight? 

Mr. Berger. No, sir. 

Mr. Moore. No. 

Mr. Chow. No, sir. 

Mr. Arndt. No, sir. 

Mr. Gysel. No, sir. 

Senator Carper. OK. Do you charge more for water used for, say, 
watering lawns or washing cars than for essential functions like 
drinking and bathing? 

Mr. Chow. No, sir. 

Mr. Berger. No, sir. 

Mr. Arndt. No, sir. 

Mr. Gysel. No, sir. 

Mr. Moore. We do have a tiered system that the water rights 
began at $5 per thousand, and then when it gets over 10,000 it is 
$7 per thousand. 

Senator Carper. OK. I think you may have just answered this 
question for yourself, Mr. Moore. Do you charge more per person 
for water use as people use more water? 

Mr. Moore. Yes, it is a tiered system. 

Senator Carper. That is for each of you. 

Mr. Berger. We do not. 

Senator Carper. OK. 

Mr. Chow. Actually, ours is a declining rate, so the more you 
use, the lower the unit rates become. 

Senator Carper. OK. 

All right, go ahead, Mr. Moore. 

Mr. Moore. No, I was just saying ours is an escalating tiered 
system; the water cost goes up. 

Senator Carper. Just the opposite of Mr. Chow. OK. 

Mr. Gysel. Inclining. 

Senator Carper. Mr. Arndt, same question. 

Mr. Arndt. Lehigh County Authority has multiple different rate 
schedules depending on a service area, but in some cases we have 
a fiat rate where the same rate is charged no matter what the use; 
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in some cases there is actually a declining block rate where there 
are lower rates as consumption increases. 

Senator Carper. OK. 

Mr. Gysel. We have an inclining block rates that are acceler- 
ated, so the largest tier is that much more of your bill as well. So 
not only increasing, but increasing it dramatically. 

Senator Carper. OK. Thank you. 

Let me just ask, and this would be for all of you, including Mr. 
Olson, why can’t or shouldn’t we embrace time of use rates or price 
increases, when prices increase, demand increases, or similar to 
what we do, say, with electricity? And if you would just lead off, 
Mr. Berger. Why shouldn’t we embrace time of use rates where 
prices increases, demand increases, like we do with electricity? 

Mr. Berger. I think it depends upon the stress of the system. 
If your system has plenty of water, then there is no need to impose 
those kinds of restrictions. We do have the authority under city or- 
dinance that at the point of drought or other kinds of stress, short- 
ages, we do and can impose limits on consumption. 

Senator Carper. OK, thanks. 

Mr. Chow, just very briefly, please. 

Mr. Chow. No, we do not have restrictions set; however, we do 
get into that drought situation that Mayor Berger just spoke about. 

Senator Carper. OK. 

OK, very briefly, why couldn’t we or why shouldn’t we not just 
do, but the rationale? 

Mr. Chow. Well, I think, first of all, water usage is really indi- 
vidual, so individual household, individual residents within the 
household, the usage pattern is different and so on. To sort of set 
a standard per person, how many gallons you can use per day, that 
may not be practical. 

Senator Carper. All right, thank you. 

Mr. Moore. Real briefly. 

Mr. Moore. Especially on a residential rate, I have no problem 
escalating that rate because they use a certain amount for domestic 
use, and then everything above that goes on a lawn or something, 
that type of use. 

Senator Carper. Mr. Arndt. 

Mr. Arndt. I think one of the issues that relates to the tech- 
nology, the availability of the metering capability to do this in a 
practical way. The other part of it is in our State we have what 
we call a uniformity clause that you have to charge the customer 
the same rate within a collect, so every residential customer needs 
to be treated the same. So if you have a customer who works night 
shift, and therefore perhaps uses water differently than someone 
who works day shift, you are actually creating a disadvantage or 
discrimination with a rate structure. 

Senator Carper. All right, thank you. 

Mr. Gysel. Very briefly, same question. 

Mr. Gysel. I am sorry? 

Senator Carper. Very briefly, same question, please. 

Mr. Gysel. Yes. It is all about technology. We have metering 
that is just going from fixed full metering to AMR technology. We 
are now moving to AMI technology. We haven’t advanced as far on 
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the technology side to measure the time of use, never mind to do 
the repository of all the data that would be required for 

Senator Carper. OK, thank you. 

Mr. Chairman, I have just one more yes or no question, if you 
would give me the opportunity. 

Last question: Should water utilities consider inverted block pric- 
ing where prices increase with consumption? Again, should water 
utilities consider inverted block pricing where prices increase with 
consumption, yes or no? 

Mr. Berger. No. 

Senator Carper. OK. 

Mr. Chow. 

Mr. Chow. It really depends on the driver in terms of are you 
trying to stimulate economy and/or are you looking at industry 
versus residential. So every municipality community might be dif- 
ferent. 

Senator Carper. OK. Thank you. 

Mr. Moore. 

Mr. Moore. I do recognize the difference, you know, in municipal 
water and rural water, but yes, I do think we have the right to set 
those rates. 

Senator Carper. Mr. Arndt. 

Mr. Arndt. It should be an option, but I think it is very much 
driven by the specific circumstances of each system whether it is 
workable or not. 

Senator Carper. OK. 

Mr. Gysel and Mr. Olson, then I am done. 

Mr. Gysel. I would agree with the caveat that the cost struc- 
tures of utilities are usually inversely related to the revenue struc- 
tures, and by that I mean that 70 percent of our costs are fixed, 
but usually 70 percent of the revenues are a risk on consumption. 
If you have inclining or increasing block rates, that last blocks, and 
it is large enough, represents a real threat to the utility recovering 
the true cost of delivering the water service. 

Senator Carper. OK, last witness, Mr. Olson. 

Mr. Olson. And I would agree that generally it makes sense to 
increase the rate with more use; it encourages conservation and 
helps low-income people pay a lower rate. 

Senator Carper. Thank you all. Thanks very much. 

Thanks, Mr. Chairman. 

Senator Inhofe. Thank you. Senator Carper. 

We have had good participation today, and I just would like to 
conclude by, first of all, recognizing that there is a very significant 
thing that came from Madill, Oklahoma. It is the wife of the 
Speaker of the House. So we want to recognize that. 

I would like to also just make a comment. You get mixed reports 
from the media as to what is going to happen with the WRDA bill. 
I have every conference. I am in the leadership; I have talked to 
the leadership on our side, Barbara has done the same thing on her 
side, and I am anticipating that we will be able to do this, get this 
out of committee, on the floor during this work period. 

And I also acknowledge that there are a lot of problems that we 
have, but there are a lot of solutions just from members of this 
committee. Senator Cardin’s SRF legislation and his proposal for 
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grants to replace lead service lines, Senator Booker’s trust fund 
ideas, Senator Boozman’s alternative water supply bill, rural water 
ideas. So we are working on ideas, and it has been very helpful to 
have you folks coming in from your different perspectives and lev- 
els to give us a better idea from hometown what the problems are. 

Senator Boxer. 

Senator Boxer. Thanks, Senator, so much. 

Let me be brief but take a couple of minutes to thank each and 
every one of you. I want to thank Senator Carper. Those questions 
were fascinating to the Senator from California, where we have 
such a terrible drought. So for us to hear, well, you pay less when 
you use more, it is like culture shock. But I completely understand 
that every district and every State is quite different from the next, 
and I think that is a critical part of the discussion. 

But as we move to the WRDA bill, which I am following the lead- 
ership of my great Chairman here, you don’t know how bad it gets 
until you have a severe drought and then you don’t have enough 
water. So I am going to be looking at desalination and other kinds 
of ways we can help. 

Very briefly, all of you want to see more grants rather than 
loans, and I completely get it, and I will work toward that as best 
we can, given resources. If you look at the history of Federal grants 
on water, it is very interesting, Mr. Berger, because when the pro- 
gram started it was 100 percent grants, until 1987, and Ronald 
Reagan worked with the Congress because they were putting pres- 
sure on Federal spending, and it changed to the State Revolving 
Fund, where now there was more of a partnership in terms of fund- 
ing. 

But what is important is, and we have the SRF, it was added to 
drinking water later. The States can come in to pick up the match- 
ing, too. So your States could really help you as well. I want to 
make that point. And I think as we look at public-private partner- 
ships, if it is done right, that is another level of funding we can 
count on. 

But I want to close with this, and hope that you will answer this 
in writing, all of you. We heard some pretty harsh words about the 
EPA and the EPA being a prosecutor. What is interesting to me is 
I look at Flint. I wish to heck they had been. They were very soft. 
They wrote little notes behind the scenes: problems, problems. 
They were quiet. They weren’t aggressive enough. 

So I still don’t dismiss the point that you feel like they are pros- 
ecutors, but I hate that broad brush comment. And I think what 
is very important is that you write to us and tell us the cases of 
specifically, specifically where they were. 

Now, some of you may not agree that they are prosecutors, but 
I know a couple of you do. So please give me that in writing, be- 
cause if that is going on, that isn’t good. 

So I will say to all of you thank you very much, thank you to 
my Chairman, and I am so looking forward to another WRDA bill. 
Mr. Chairman, we have just dwindling time on our partnership 
here. You will be here forever, but I won’t. So as long as we are 
a team and we have proven we can do it, I am counting on you. 
Do you have any words of advice? 
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Senator Inhofe. We are going to be doing it. You know, it is 
funny, because we don’t agree on a lot of things. 

Senator Boxer. Really? 

Senator Inhofe. For example, I think one of the reasons that I 
disagree with her last statement was that I sat on that side of the 
table for a long period of time and I know what bureaucratic in- 
timidation can mean, and I have been suffering from that. 

But on things I really believe Government is supposed to be 
doing, our highway bill, we wouldn’t have had a highway bill if she 
and I hadn’t worked together to make this happen. And I would 
say the same thing with the WRDA bill. It is very significant what 
is coming up. So we are going to be working together. 

And we are adjourned. 

Senator Boxer. Thank you, everybody. 

[Whereupon, at 12 p.m. the committee was adjourned.] 

[Additional material submitted for the record follows:] 
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Statement of 

The Associated General Contractors of America 
Committee on Environment and Public Works 
United States Senate 
April 07, 2016 

The Associated General Contractors of America (AGC) is pleased to write today to explain the 
many possible tools that could and should be active in the water and wastewater infrastructure 
financing toolbox. 

AGC is the leading association representing more than 26,000 firms, involved with architectural, 
engineering and construction (AEC) services. Our membership includes over 6,500 leading 
general contractors, and over 9,000 specialty-contracting firms, as well as over 10,500 service 
providers and suppliers through a nationwide network of chapters. Our members are engaged in 
all forms of the design and build process including commercial, industrial, and community use 
buildings, infrastructure, and other improvements to real property. Many of these firms regularly 
undertake construction for the Environmental Protection Agency’s (EPA) State Revolving Loan 
Fund Program (SRF) and the Department of Agriculture’s Rural Utilities Service. Most are small 
and closely-held businesses. 

Even before the economic downturn, many of our cities and towns, which include large urban and 
small rural communities, had experienced substantial challenges repairing and replacing water 
infrastructure that is quickly reaching the end of its useful life. Many communities do not currently 
have the financial resources to make the necessary investments to meet federal water quality 
standards and face significant practical and political challenges enacting rate structures to raise 
adequate capital and make the improvements that are needed. Water infrastructure needs continue 
to multiply as chronic underinvestment in federal water infrastructure financing programs is 
compounded by an evolving and expanding regulatory landscape. Clean water and drinking water 
agencies will continue to bear the brunt of this double-edged problem. EPA projects between $400 
to $600 billion is needed in infrastructure improvements over the next 20 years simply to keep 
pace, yet consistent dwindling of federal commitment to the SRP programs has resulted in a gap 
in funding of more than $20 billion annually. Independent analyses of the water and wastewater 
infrastructure needs put the numbers well over $ I trillion. The federal government began a massive 
commitment to secondary water treatment systems in the Clean Water Act’s Construction Grants 
program over 40 years ago. Much of the infrastructure that was put in place during that period has 
reached or passed its design life or capacity. This is creating a water infrastructure crisis at the 
local government level. 

When the federal government began mandating quality standards for drinking water and 
wastewater discharge through legislation like the Clean Water Act and Safe Drinking Water Act, 
it also recognized that forcing local governments to spend billions of dollars to upgrade facilities 
and equipment to comply with regulatory burdens was impractical. The EPA’s SRF program is 
the vehicle the government uses to avoid foisting the burden of maintaining national water 
standards onto local ratepayers alone. Given that it is in the federal interest to set water quality 
standards, then so too must it be in the federal interest to provide financing help to operators so 
they can meet those standards. This is even more salient now with the sharp drop-off in State 
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revenues and lack of budgetary flexibility most states have due to balance provisions in state 
constitutions. Federal investments in infrastructure also are often the best way to ensure the health, 
safety and economic vitality of sparsely populated rural communities. Many rural communities, 
indeed many rural states, lack the resources needed to finance the construction of major 
infrastructure projects like advanced wastewater treatment plants or safe drinking water filtration 
systems. The federal government is uniquely suited to supporting infrastructure investments in 
these rural communities, especially when so much of our nation depends on the commercial traffic 
that travels through them and the agricultural products that come from them. 

Potential Tools in the Toolbox 

There are several infrastructure financing options that have been suggested or have been in use at 
one time, but none that have remained consistent over the last several decades. There needs to be 
stability and predictability for state and local governments, which would allow them to create long- 
term construction plans, which in turn give stability and predictability in the water and wastewater 
construction markets. Giving municipalities and their contractor partners access to all the tools in 
the infrastructure financing toolbox will help achieve this. 

The first and most immediate solution is simply to halt the assault on the annual appropriations to 
the federal water infrastructure financing pathways - such as EPA’s SRFs and USDA’s Rural 
Utilities Service. Congressional appropriations for water infrastructure projects have been 
diminishing steadily over the years while our needs are increasing. Despite of the investments 
made in the Recovery Act and significant increased levels of appropriations for fiscal year 2010, 
AOC of America believes that a more stable revenue stream is required to ensure that we are 
adequately investing in our water infrastructure. This would also help to ensure that the reforms 
enacted in the 2014 Water Resources Reform and Development Act (WRRDA) that make SRF 
loans more flexible to administer and go farther (with options like principal forgiveness and 
negative-interest loans) are being used to their fullest potential. 

While increased appropriations would go a long way toward alleviating the short-term problem, 
they would not solve the long-term problem of market stability and predictability. With the 
volatility inherent in the annual appropriations process, a sustainable, long-term funding 
mechanism is needed to provide market certainty for construction firms and local water authorities. 
This new long-term funding mechanism should be multi-year and utilize the existing SRF 
framework to move funds from the federal to state and local levels. This long-term mechanism 
should also embrace the “user pays” concept that other infrastructure funding mechanisms have 
implemented with success to create a budget-neutral, user-fee financed, clean water trust fund. The 
best long-term solution would be to establish this national clean water trust fund, to be financed 
by a wide array of small broad-based user fees at the manufacturer level. 

There is ample precedent for dedicated federal trust funds to tackle problems too big for states to 
handle alone. The GAO has identified more than 120 federal trust funds in operation. These trust 
funds help ensure funding for other critical projects, including Flighways, Airports, Harbor 
Maintenance, even Oil Spill cleanup. A dedicated long-term, sustainable, off-budget source of 
funding for water infrastructure such as a trust fund would create market certainty in the water and 
wastewater markets. 
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Polling has shown that 86 percent of Americans support legislation by the U.S. Congress that 
would create a long-term, sustainable, and reliable federal trust fund for clean and safe drinking 
water infrastructure. The Government Accountability Office (GAO) in 2009 released a report 
entitled “Options for a Clean Water Trust Fund” which acknowledges that our nation faces 
tremendous challenges in replacing and rehabilitating our water infrastructure. As the GAO’s 
report states, a trust fund for water infrastructure may not be the only solution to our water 
infrastructure needs in America but it would establish a multi-year commitment to address the 
nation’s pressing water needs. 

Additionally, while a trust fund would be the best solution, it is still only one tool in the toolbox 
of financing and funding mechanisms that Congress should make available for use by state and 
local governments. Alternative and creative methods of financing water infrastructure must be 
embraced in these tough times. As traditional methods of funding fall out of favor, it is important 
to seek fresh and creative approaches. However, it is crucial to note that these creative and 
alternative mechanisms should supplement, rather than replace, the traditional financing 
mechanisms, such as the SRF, which are already proven to work. 

One such creative mechanism is the highly successful, but short lived, Build America Bonds 
(BAB) program in the Recovery Act. BABs are taxable bonds for which the U.S. Treasury 
Department pays a 35 percent direct subsidy to the issuer to offset borrowing costs. The program 
financed nearly $38 billion in water and sewer infrastructure projects over the two years it was 
active. That’s more than ten times the combined amount appropriated to the SRFs for FY2010 (the 
best year for SRF appropriations not adjusted for inflation). 

Another important financing mechanism is the new Water Infrastructure Financing and Innovation 
Authority, or WIFIA based on the one of the success stories of the Surface Transportation Program, 
the Transportation Infrastructure Finance and Innovation Act program (TIFIA). This national 
program is designed to give direct loans and loan guarantees to water infrastructure projects could 
help take some of the pressure off municipalities with large needs. One of the major benefits of 
this approach would be that money appropriated can be leveraged on the open market at rates 
ranging from 10:1 up to 30:1 to drastically increase the length that the federal dollar will go. While 
this program was created in the 2014 WRRDA, it has yet to see prime time appropriations and has 
not yet been put to use. 

A final method of directing funds to water infrastructure would be to secure access to private 
investment in water infrastructure. Private activity bonds (PABs) can be an important tool for 
financing infrastructure investments in our communities by providing long-term financing for 
capital-intensive infrastructure projects. PABs are a form of tax-exempt financing available to 
entities like state or municipal governments that want to partner with a private party to meet a 
public need. Interest paid on bonds issued by State and local governments generally is excluded 
from gross income for Federal income tax purposes, which allows the interest rates on such bonds 
to be lower. This, in turn, lowers the borrowing costs for the beneficiaries of such financing. 

Congress controls the total volume of tax-exempt bonds by limiting issuance in each state with an 
annual cap - for example, in 20 1 6 the volume cap for a state is the greater of either $ 1 00 per capita 


- 4 - 



202 


or $302,88 million. Water and wastewater projects should be removed from this annual volume 
cap, allowing those projects to no longer have to compete with the dozens of other categories of 
public spending these bonds finance. Exceptions from the volume cap are currently provided for 
other govemmentally owned facilities such as airports, ports, high-speed intercity rail, and solid 
waste disposal sites. 

PABs employ the best features of successful public-private partnerships, spreading risk and 
encouraging innovation. By reducing a government's project management burdens and its risk 
(with PABs, the private entity assumes much of the financial risk and administrative 
responsibility), multi-year projects and a broader project load become more feasible as the 
government has more resources to allocate. Also, PABs do not affect the municipality's bond 
rating, an important benefit of PABs for municipalities. There is considerable private capital that 
could and would be invested in water infrastructure if the proper mechanisms were available, with 
some Wall Street estimates putting that value between $2 and $5 billion per year in new private 
spending. 

Concluding Remarks 

AGC thanks the Committee for the opportunity to submit this statement for the record. The SRF 
program is highly successful, but is in danger of being underfunded out of existence or actively 
de-funded. AGC of America believes the approach outlined above must to taken to give every 
locality - from the smallest rural towns to the biggest urban centers - the widest range of possible 
mechanisms to fund water and wastewater construction. Many of these options have been 
sporadically available in the past and remain good ideas waiting to come off the shelf. A true 
solution to the water infrastructure financing crisis would include making all of these options 
available all the time. Permanent long-term solutions are the only way to avert further crisis, let 
municipalities and contractors plan for the future, and truly safeguard our environment and health. 
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April 7, 2016 

The Honorable James Inhofe The Honorable Barbara Boxer 

Chairman Ranking Member 

Environment and Public Works Committee Environment and Public Works Committee 

United States Senate United States Senate 

Washington, DC 20510 Washington, DC 20510 

Dear Chairman Inhofe and Ranking Member Boxer: 

The Association of Metropolitan Water Agencies (AMWA) appreciates the opportunity to 
submit comments for the record of today’s hearing on “The Federal Role in Keeping Water and 
Wastewater Infrastructure Affordable.” As an organization representing the nation’s largest 
publicly owned drinking water utilities, our members are well aware of the challenges 
communities face in balancing water rate affordability with the need to pay for necessary 
improvements to water infrastructure. We arc eager to work with the committee to explore how 
the federal government may be able to better assist communities in meeting this objective. 

The ongoing water crisis in Flint, Michigan has led Congress to increase its focus on water 
systems, but a comprehensive response to Flint should recognize that America’s water 
infrastructure challenge goes far beyond the need to address lead service lines. EPA’s most 
recent Drinking Water and Clean Water Needs Surveys show that the nation’s water and 
wastewater infrastructure requires more than $650 billion worth of investments over the next two 
decades just to maintain current levels of service, but even those estimates may be too modest. 
The American Water Works Association has estimated that it may cost drinking water systems 
alone approximately S 1 trillion over the next 25 years just to upgrade and expand buried water 
infrastructure, and AMWA and the National Association of Clean Water Agencies have 
projected that water and wastewater utilities could spend a similar amount over 40 years as they 
adapt to changing hydrological conditions such as extreme drought, more frequent intense 
storms, and rising sea levels. 

While we believe that local water infrastructure should primarily be paid for through local water 
rates, there is a role for the federal government to play in facilitating access to affordable 
financing and offering assistance to communities in need. Fortunately, there are several new and 
established federal programs and policies in place to help cities and towns deliver clean and safe 
drinking water. 
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The Drinking Water State Revolving Fund 

Authorized by Congress in 1996, the Drinking Water State Revolving Fund (DWSRF) is the 
most well established federal program to aid in the financing of drinking water infrastructure. 
Each year after Congress appropriates DWSRF funding, EPA distributes a share of the funds to 
each state, following a formula based on each state’s identified drinking water infrastructure 
needs. States add 20 percent match to their share of funding, and then use the proceeds to 
provide loans and other assistance for eligible projects in their state, with a focus on addressing 
the most significant threats to public health. According to EPA, as of 2014 the DWSRF had 
provided more than $27.9 billion in funding assistance to communities nationwide through 
approximately 1 1,400 individual loans - an average of $2.4 million per project. 

While the DWSRF has been a great success, the program also is in need of a renewed 
commitment from Congress. The DWSRF has never been reauthorized, and annual funding 
levels have steadily decreased since 2010. Even President Obama’s FY17 budget request of 
$1.02 billion for the DWSRF falls more than $100 million below the amount the administration 
sought for the program in 2016. 

In response to the nation’s well-documented water infrastructure needs, AMWA supports efforts 
in Congress to provide $2 billion to the DWSRF in FYl 7, along with an additional $2 billion for 
the Clean Water State Revolving Fund. Should this funding level not be possible in the current 
fiscal environment, at minimum we urge Congress to avoid cutting total SRF funding below its 
current level, and to ensure the total S^ investment is equally divided between the Drinking 
Water and Clean Water programs. AMWA also encourages the Environment and Public Works 
Committee to consider legislation to formally reauthorize the SRF programs. 

The Water Infrastructure Finance and Innovation Act 

The federal government’s newest water infrastructure financing program was established two 
years ago in large part due to the efforts of the Environment and Public Works Committee. 
Enacted as part of the Water Resources Reform and Development Act of 2014, the Water 
Infrastructure Finance and Innovation Act (WIFIA) pilot program is an innovative financing 
mechanism that will help communities nationwide pay for large-scale water and wastewater 
infrastructure projects. Through WIFIA, EPA will loan Treasury funds to cities and towns to 
carry out qualifying projects, but at a lower interest rate than the community would likely obtain 
on the bond market. All WIFIA loans will be paid back to the federal government with interest 
over the period of 35 years following substantial completion of the project - thus providing 
affordability to local ratepayers and a return on investment to the U.S. Treasury. 

Importantly, WIFIA will complement, not compete with, the existing SRF programs. Unlike the 
DWSRF, which typically delivers modest-sized loans to help communities respond to public 
health risks, WIFIA is intended to help communities finance large-scale water infrastructure 
improvements that may not be positioned to benefit from SRF assistance. For example, because 
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the DWSRF gives preference to projects that address the most serious risks to human health, a 
significant portion of DWSRF loans often flow to small communities that require help to 
improve drinking water quality. But other projects that are not directly tied to SDWA 
compliance or health protection - such as investments to replace or upgrade aging infrastructure 
or to enhance the reliability and security of water supplies, particularly in metropolitan areas - 
often struggle to obtain SRF assistance in amounts that will meaningfully reduce total project 
costs. 

A wide range of drinking water, wastewater, stormwater, water reuse, recycling, and desalination 
projects expected to cost in excess of $20 million arc all eligible for WIFIA loan assistance - 
with WIFIA funding able to cover up to 49 percent of the total project costs, WIFIA also 
accommodates smaller communities faced with lower-cost projects, as the program will offer 
loans to a project costing as little as $5 million in a community of 25,000 people or fewer. 

The next several months will mark a critical time for WIFIA. EPA is in the final stages of 
drafting the program’s rules, and the agency has announced plans to issue the first WIFIA loans 
during the 2017 fiscal year. In preparation of this the Obama Administration’s FYI7 budget 
request for the first time sought funding for WIFIA loans. AMWA urges Congress to fund 
WIFIA in its fully authorized amount of $35 million in 2017. Assuming a conservative 
leveraging ratio of 1 0; 1 , this sum could be leveraged into at least $350 million worth of water 
infrastructure loans next year. Some have even suggested the leveraging ratio eould reach as 
high as 60:1, which would translate into $2.1 billion worth of loans following an initial $35 
million investment. 

The Environment and Public Works Committee should also look to the upcoming Water 
Resources Development Act as an opportunity to extend the WIFIA pilot program, which is 
currently scheduled to end in 2019. Because the pilot program is not expected to be operational 
until the first two years of its authorization (2015 and 2016) have passed, there will remain only 
three years for the government and communities to explore opportunities with WIFIA. While we 
are confident that WIFIA should be authorized as a permanent program, at minimum the next 
WRDA bill should extend the pilot phase for at least two years to make up for the time lost while 
EPA developed the program’s operational rules. 

Tax-Exempt Municipal Bonds 

The most critical federal water infrastructure financing assistance mechanism is perhaps also the 
most overlooked during policy discussions. Since the federal tax code was established in 1913 
interest earned on municipal bonds has been exempt from federal income taxes. According to 
the Congressional Research Service, tax-exempt municipal bonds are the most prevalent water 
infrastructure financing mechanism, with at least 70 percent of U.S. water utilities relying on 
them to pay for infrastructure improvements. In 2014 alone, communities issued $34 billion in 
tax-exempt municipal bonds to finance water, sewer, and sanitation projects. 
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Municipal bonds make infrastructure investments more affordable for communities because the 
lack of federal taxes on interest payments leads investors to charge lower interest rates than they 
otherwise would. These lower interest rates directly translate to lower financing costs, and thus 
more affordability for local water and wastewater ratepayers. One study by AMWA and the 
National Association of Clean Water Agencies found that fully taxing municipal bond interest in 
2012 alone would have increased water infrastructure financing costs nationwide by $9 billion. 

Unfortunately, even as members of Congress and the administration increasingly speak of the 
importance of affordable water infrastructure financing, proposals are circulating to tax 
municipal bond interest. For example, the President’s FY17 budget request proposes to phase 
out the tax exemption on municipal bond interest for certain high-income taxpayers. While the 
plan is framed as making high-eamers pay their fair share of taxes, in reality the plan would 
prompt investors to demand higher interest payments on tax-exempt bonds — meaning higher 
borrowing costs for local communities investing in infrastructure. This would directly translate 
into increased costs borne by water utility ratepayers - especially low-income individuals and 
families who are already struggling to pay their water bills. Higher water infrastructure 
financing costs could also lead communities to look to the federal government to close the gap, 
thereby increasing stress on federal water infrastructure financing programs. 

As Congress may consider a comprehensive tax reform proposal as early as next year, AMWA 
encourages senators who prioritize affordable water infrastructure investments to stand up in 
defense of tax-exempt municipal bond interest. Maintaining tax-exempt municipal bond interest 
is the simplest step Congress can take to ensure affordable water infrastructure financing well 
into the future. 

Conclusion 

Again, AMWA appreciates the opportunity to submit these comments on efforts to keep water 
infrastructure affordable. Continued Investment in the DWSRF, the funding and extension of 
WIFIA, and the preservation of tax-exempt municipal bond interest are all policies that will help 
our nation achieve this goal. 

Thank you again, and AMWA looks forward to continuing to work with you on this issue. 
Sincerely, 

Diane VanDe Hei 
Chief Executive Officer 
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A Ciear Commitment to America’s Waters 


National Association of Clean Water Agencies 
Written Statement for Senate Environment and Public Works Hearing On 
The Federal Role in Keeping Water and Wastewater Infrastructure Affordable 

April 7, 2016 

The National Association of Clean Water Agencies (NACWA) represents the nation’s public clean water 
utilities, with nearly 300 public agency members chat collectively treat the majority of the nation’s wastewater 
and manage large quantities of the nation’s stormwater. NACWA respectfully requests the following 
statement to be submitted as part of the record for the Senate Environment and Public Works hearing on 
“The Federal Role in Keeping Water and Wastewater Infrastructure Affordable.” 

This hearing is indeed timely as policymakers grapple with recent water-related crises in Flint, MI, the 
ongoing drought in the West, and ocher water issues that have placed the national spotlight on the state of 
our water and wastewater infrastructure. More importantly, these crises have raised questions about the 
federal water policy in place to ensure all Americans have access to safe and clean water. 

AFFordabiiity Concerns and the Clean Water Act 

There is little doubt chat our nation’s water quality has significantly improved since enactment of the Clean 
Water Act (CWA) in 1972, largely due to investments in wastewater infrastructure made by Congress and 
America’s ratepayers. In fact, since the law’s enactment, the number of fishable and swimmable waterways has 
increased nearly 50%. Yet improvements in water quality have largely plateaued as sources of pollutants have 
grown more complex and the age of many of our wastewater collection and treatment systems reach the end 
of their useful life. At the same time, the current structure of the CWA, which hasn’t been signifiCtantly 
reformed in over thirty years, continues to lead to a buildup of costly regulations for local ratepayers. 

Paying for clean water services has primarily rested with local ratepayers, who have seen water and sewer bills 
increase nearly twice the race of inflation each year for the past decade. Today, 40% of households across 
America are paying more out of their disposable incomes for wastewater management than what EPA says is 
affordable. The affordability of water and wastewater services is becoming so acute for lower-income 
ratepayers chat some view it as a significant civil rights and environmental justice issue. 

Despite the decrease in federal spending on water infrastructure over the past 20 years, NACWA believes there 
is still a significant federal role in ensuring water and wastewater services remain affordable to all Americans. 
Specifically, NACWA recommends that Congress pursue three main policy approaches to address the 
affordability challenge: 
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> Significantly increase funding for the Clean Water State Revolving Fund (CWSRF) program and 
ensure investments in municipal bonds remain tax-exempt so that communities continue to have 
access to low-cost financing for capital investments in water and wastewater infrastructure; 

> Modernize the Federal Clean Water Act to ensure that the regulatory framework remains affordable to 
ratepayers and effective for meeting today's clean water challenges; and, 

> Ensure lower-income ratepayers who struggle to pay water and sewer services have the financial 
support to continue accessing safe and clean water. 

Renew the Local, State and Federal Clean Water Investment Partnership 

On average, water and wastewater ratepayers are spending nearly $100 billion annually for water and 
wastewater services. Despite this investment, EPA’s quadrennial needs surveys for drinking water and 
wastewater treatment systems indicate that well over $600 billion in additional spending will be needed over 
the next twenty years for water and wastewater treatment needs. Ratepayers cannot be expected to shoulder 
this burden alone. 

Except for the years just after the 1972 enactment of the CWA when Congress provided grant financing to 
meet obligations under the Act, ratepayers have financed wastewater infrastructure largely through the use of 
low-cost loans provided by the Clean Water State Revolving Fund (CWSRF) Program and/or by issuing tax- 
exempt municipal bonds. Since the CWSRF was established in the 1980s, over $100 billion has been leveraged 
and invested in wastewater infrastructure; and just since 2003, over $250 billion of tax-exempt municipal 
bonds have been issued for water and wastewater infrastructure investments. By establishing these programs, 
Congress recognized that the federal government has a critical role to play in providing communities a way to 
pay for water and wastewater infrastructure affordably. 

The CWSRF and tax-exempt municipal bonds have been exceedingly successful and are key pillars in helping 
clean water agencies maintain affordable rates for wastewater treatment services. However, in recent years, 
both programs have been at risk as federal discretionary spending for the CWSRF has been reduced and 
proposals to curtail or eliminate the tax-exempt status of municipal bond investments have been proposed. 
For Fiscal Year 2017, the President had proposed over $400 million in cuts for the CWSRF - cuts that 
Congress should roundly reject. 

In order to ensure that communities can continue to access low cost capital to pay for capital improvements 
in wastewater treatment, Congress must renew its commitment to the CWSRF and provide significandy more 
funding for it. NACWA calls on Congress to establish a long-term sustainable funding mechanism to provide 
annual capitalizadon grants for the CWSRF that do not rely on annual discrerionary spending caps and 
ensure that investments in municipal bonds remain fully tax-exempt. 
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Modernize the Clean Water Act to Affordably Meet Today’s Clean Water Challenges 

Today’s most pressing water quality challenges are no longer the result of conventional pollutants discharged 
by publicly-owned treatment works, but rather pollutants from a variety of diffuse sources such as nutrient 
run-off from farms, air deposition of mercury and nitrous oxide from vehicles and other sources, emerging 
contaminants from pharmaceuticals and personal care products, and stormwater runoff from urban areas. 
Exacerbating these challenges is climate change, which poses significant new infrastructure challenges for 
water and wastewater systems. Communities in wetter regions must deal with unpredictable yet devastating 
storms, and communities in more arid regions must cope with diminishing water supplies caused by 
persistent drought. Yet the municipal clean water sector continues to confront a list of costly CWA regulatory 
requirements based on an antiquated statute that no longer reliably leads to significant improvement in local 
water quality, but chat nevertheless saps ratepayer resources to confront current water quality challenges in 
new and more innovative ways. 

NAC WA believes there are common sense reforms to be made to the CWA that will lead to better water quality 
outcomes and help municipalities deal more affordably with today’s water infrastructure challenges. These 
include reforms chat incentivize more efficient targeting of ratepayer resources, investment in innovation and 
new technologies, watershed-based approaches, and partnerships. 

Many of these reform proposals are oucKned in recently introduced legislation by Senator Sherrod Brown of 
Ohio. Senator Brown’s Clean Water Affordability Act includes such things as extending National Pollutant 
Discharge Elimination System (NPDES) permit terms, codification of integrated planning approaches, and 
enabling use of lower cost treatment technology designed specifically for managing extreme wet weather 
events. If adopted, these proposals will save ratepayers money, enable communities to develop more resilient 
infrastructure, and lead to greater water quality gains because ratepayer resources would be targeted coward 
investments that have the greatest water quality benefit. More importantly, the cost of delivering clean water 
services can be stabilized without jeopardizing water quality. 

Ensuring Clean Water Access for Lower-Income Ratepayers 

Even with adoption of these recommendations, lower-income ratepayers whose wages have stagnated for the 
past several decades may continue to experience hardship in paying for water and wastewater services. 
NACWA, along with several ocher water associations, are examining the potential use of alternative rate 
structures and other forms of ratepayer assistance programs that may be available to help this population 
continue to afford water and wastewater services. Tlie advantage of these programs is that they provide much 
needed financial support for low income households while also allowing utilities to raise the revenues 
necessary for clean water infrastructure investments. 

Several communities already have assistance programs in place to aid low-income ratepayers, and 
Congresswoman Marcia Fudge (D-OH) has proposed a pilot program ar the national level to further explore 
this idea and potentially provide a solution to this challenge. At the same time, Congressman Earl 
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Blumenauer (D-OR) has introduced bi-pardsan legisladon with Congressmen John Duncan (R-TN) and 
Richard Hanna (R-NY) to study whether a national ratepayer assistance program for water and wastewater 
services is viable. NACWA strongly supports these efforts. 

Conclusion 

It is clear that the current prescription of race increases and expanding municipal debt loads to pay for the 
investments needed in our water and wastewater infrastructure is not sustainable. Simply stated, absent a 
renewed approach to federal investment in water and wastewater systems coupled with reforms to the CWA 
regulatory compliance framework, the future of maintaining — let alone adding to — the record of water 
quality gains is at risk. 
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Commissioner Todd Fortune 
Board of Connty Commissioners 
Hamilton Connty, Ohio 

On Behalf of the “Perfect Storm” Communities Coalition 

Written Testimony for the Hearing Record 
Senate Committee on Environment and Public Works 

“The Federal Role in Keeping Water and Wastewater Infrastructure Affordable.” 

April 7, 2016 

Chairman Inhofe, Ranking Member Boxer, and Members of the Committee: 

My name is Todd Fortune, and I serve as a Commissioner on the Hamilton County, Ohio (County) 
Board of Commissioners. I am submitting this written testimony for the hearing record on behalf of 
the County and the “Perfect Storm” Communities Coalition (Coalition). The Coalition is made up of 
communities dealing with a “perfect storm”: combinations of high unemployment, high home 
foreclosure rates, stagnant economic growth, and an exodus of business and industry, while being 
mandated to meet expensive combined sewer overflows (CSOs)/separate sewer overflows (SSOs), 
wet weather consent decrees and stormwater regulations. 

Hamilton County and the Coalition very much appreciate the Committee holding this hearing on the 
Federal role in keeping water and wastewater infrastructure affordable for the ratepayers who we 
represent with this testimony. Much of the necessary investments that need to be made in water and 
wastewater infrastructure are being required to meet water quality improvements mandated by the 
federal Clean Water Act (C WA) administered by the U.S. Environmental Protection Agency (EPA). 

Across the Nation, affected communities recognize the need to effectively manage their 
wastewater and stormwater, and desire to improve local water quality, but at a cost that is more 
affordable to local residents. We understand that ignoring wet weather issues, such as combined 
sewer overflows and stormwater runoff, can contribute to damaging floods, extensive erosion 
and the release of pollutants into water bodies. 

Yet, given the tremendous unnecessary costs associated with traditional gray-build infrastructure 
(e.g. stortnwater retention tunnels) versus allowing more innovative and adaptive approaches 
(e.g. green infrastructure) to control wet weather events, communities must be allowed to 
prioritize investing their limited resources in the most cost-effective, accountable solutions that 
can result in the greatest immediate water quality benefits for local watersheds. 

The stakes are huge for the hundreds of communities beset with the massive costs of complying 
with EPA mandates for CWA compliance, from court-driven consent decrees, administrative 
orders, and permit compliance mandates. Over the last ten years alone, over $40 billion in 
mandated wastewater and stormwater upgrades have been required of communities large and 
small across the nation, with many of these communities located in regions continuing to 
experience some of the worst economic conditions in decades. 


I 



212 


The costs to the ratepayers of traditional gray-build water treatment methods to meet federal 
CWA wet weather mandates are enormous. Some of these investments cost billions of dollars 
per community and lead to massive rate increases for local ratepayers. Under normal economic 
conditions, these mandates are often not affordable; but in the current economy, incurring these 
costs will have long-term negative economic and societal impacts. In fact, almost $18 billion, or 
44 percent of the total clean water compliance action costs (Figure 1), falls on these distressed 
communities.' 


Figure 1: Distribution of Compliance Action Costs 
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In Hamilton County, for instance, our poverty rate for individuals living in the County escalated 
by over 70 percent from 2000 to 2014,^ translating into nearly 38 percent of County households 
(in 2014) bringing in less than $35,000 in total household income per year.^ And, almost one in 
ten households in the County made less than $10,000 annually in 2014." These are the families 
that will be hardest hit by the astronomical sewer rate increases set for the future in my County. 
These are the families who will pay 350-percent more (gray-build) for sewer in the next 30 
years. 


^ The analysis considers the costs to distressed communities, using the following Economic Development 
Administration (EDA) economic distress criteria: 

- Unemployment rate; A region that has an unemployment rate tliat is, for the most recent 24-month 
period for which data are available, at least one percentage point above the national unemployment rate. 

- Per c£^3ita income: A region that has a per capita income that is, for the most recent period for which 
data are available, 80 percent or less of the national average per capita income. 

Source: Case Data from the Integrated Compliance Information System (ICIS) Federal Enforcement and 
Compliance (FE&C) Dataset. Unemployment data are from the April 2014 Current Population Survey. 
Income data from the Bureau of Economic Analysis and are for 2012. 

^ U.S. Census Bureau, Small Area Income and Pover^ Estimates (SAIPE), 2000 and 2014 
^ U.S. Census Bureau, American Community Survey 5-Year Estimates (2010-2014), income and benefits in 
2014 inflation-adjusted dollars. 

Ibid. 
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Communities, like mine, that have been dealing with the impacts of a combination of high 
unemployment, housing foreclosures, declining water and sewer use, and economic challenges 
now must also face the enormous burden of complying with mandated gray-build sewer 
upgrades. While the federal government used to provide hefty grants for prior CWA mandates in 
the past, no such grant programs exist today to help cover these new mandates. In fact, unless 
major changes are made in how EPA allows communities to solve these clean water problems, 
my county alone will have to spend hundreds of millions more for future, mandated gray-build 
solutions than if we were allowed to adopt adaptively managed, green-build infrastructure and 
watershed approaches over the next several decades. 

We believe that by using these innovative green-build approaches to correct CSOs, SSOs, and 
stormwater impacts during wet weather events, we can provide significant savings to our 
ratepayers over the long-term. Communities must be able to develop alternative wet weather 
management approaches to lessen the financial impact, and have found that they can achieve the 
same or better water quality results at a lower cost using locally-driven solutions that combine 
watershed approaches, green infrastructure, low impact development, gray-build infrastructure, 
and other innovative techniques to reduce wet weather impacts. 

Communities must be allowed the flexibility to try new, innovative approaches in meeting the 
objectives of the CWA in a way that can both ensure these investments are made intelligently 
and to minimize the impact on our already stressed ratepayers. In fact, the EPA in May 2012 
released their final Integrated Municipal Stormwater and Wastewater Planning Approach 
Framework (Framework)^ to allow for better flexibility and prioritization of a community’s 
resources in dealing with the variety of compliance and permitting requirements under the CWA. 

While we believe the EPA Framework could prove to be a solid approach towards providing 
more flexibility under the CWA, we question the EPA’s willingness, absent specific legislative 
direction, to apply their Framework consistently, through changing leadership inevitable over 
time, in a long-term, broad, transparent, programmatic, fair, and balanced manner. This is why 
my county and the Coalition wholeheartedly supports the enactment of S. 2358, the “Clean 
Water Compliance and Affordability Act”, as introduced by Sens. Rob Portman and Sherrod 
Brown on a bipartisan basis. 

S. 2358 requires the EPA Administrator to carry out a program to work cooperatively with, and 
facilitate the efforts of specifically identified pilot showcase communities to develop and 
implement integrated plans to meet their wastewater and stormwater obligations under the CWA. 
These pilot programs would focus on cost-effective and flexible compliance methods consistent 
with the EPA’s Framework. 

The bill directs the EPA Administrator, in consultation with state regulators, to select at least 15 
pilot showcase communities to participate in the program over five years. It sets forth selection 
factors, including prioritizing those communities with a history of knowledgeable, detailed, and 
comprehensive efforts to develop integrated and adaptive clean water management practices. It 
is important to highlight that those communities wishing to revise their existing Long Term 


® The Framework is available here: htti3s://www3.epaeov/nndes/Dubs/inteai'ated plarmine frainework.odf 
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Control Plan to include a more cost effective and innovative approach to compliance would be 
eligible for relief under this pilot program. 

S. 2358 would provide standards for approval of a municipality's integrated plan under the pilot 
program. This would provide community planners with the basic transparency regarding the 
EPA’s expectations, thereby alleviating mounting frustration in what many local leaders 
characterize as a guessing game of regulatory expectations. The existing uncertainty of the 
EPA’s approval criteria forces communities such as Hamilton County to incur unnecessary and 
redundant expenditures to develop both a preferred long-term plan and a costly contingency plan 
as a precautionary measure. 

Instead of finding the EPA as a fully engaged partner, too often communities incur unnecessary 
planning expenditures because the agency does not clearly tell them what they expect in these 
adaptive plans, and default to non-adaptive approaches of big cement pipes buried deep 
underground (i.e. gray-build). By instructing the EPA to be an active partner with pilot showcase 
communities, S. 2358 could immediately help reduce overall project costs by eliminating the 
uncertainty that produces such costly contingency planning requirements. 

In addition, S. 2358 includes financial capability criteria, prioritization of obligations under the 
CWA, and the use of innovative and flexible approaches to meet clean water obligations. The 
bill also allows priority to be given to municipalities seeking to develop and implement 
approaches that adapt to changed or uncertain future circumstances. 

Finally, the bill, in carrying out the pilot program, would provide additional authorities to the 
EPA Administrator regarding extending the allowable National Pollutant Discharge Elimination 
System (NPDES) permit term from five years to up to 25 years, modifying the implementation 
terms of a consent decree, and providing additional regulatory flexibility in approving and 
implementing an integrated plan that includes adaptive approaches. 

Enacting S. 2358 would allow the EPA to provide communities like mine and those of the 
Coalition with the flexibility to meet these huge regulatory challenges in a more affordable and 
cost-effective manner, but still remain consistent in achieving the environmental requirements of 
the CWA and existing regulations. S. 2358 would provide congressional authorization, direction, 
and guidance in implementing the EPA’s own Framework, which, unfortunately, the EPA has 
heretofore failed to fully implement. 

An important component of the Framework would enable communities to more readily apply 
green infrastructure technology to storm water management. Unlike traditional gray-build 
projects, which are removed from the public eye and serve a limited function, green 
infrastructure projects also provide the public additional social, economic, and environmental 
benefits as a return on their clean water investment. 

Not only does this technology offer a far more cost effective investment, but it also offers 
communities continued savings in reducing the overall amount of water that enters the system 
and that must be processed. And, the transparency of naming showcase communities as required 
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by S. 2358 would offer a promising opportunity to generate large quantities of meaningful data 
on green infrastructure and how it could best be optimized. 

Enactment of S. 2358 would encourage the EPA to commit to a broader, more programmatic 
approach for using their Framework process. By directing the EPA to name at least 15 specific 
communities as pilot showcase communities over the next five years, Congress would ensure this 
commitment through the open and transparent demonstration of the Framework’s newly 
authorized flexibility. 

In our opinion, S. 2358 will provide the legislative foundation for EPA to provide additional 
flexibility that equates to more affordable, common sense approaches to meeting CWA wet 
weather requirements hy promoting innovation and adaptability, and not simply mandating the 
most expensive up-front solutions available. 

In our view, CWA tools like integrated planning, ongoing adaptive management approaches, and 
innovative watershed-hased permits and pollution controls all mentioned in the Framework will 
not be successfully implemented unless the EPA is committed (financially, legally, and 
technically), from the EPA headquarters out to the Regions, to make them work. Through the 
enactment of S. 2358, we believe that the naming of pilot showcase demonstration communities 
would ensure swift and thorough implementation of the Framework and ensure measurable long- 
term successes for these more flexible and affordable approaches. 

Additionally, communities that invest their scarce resources in developing integrated plans under 
the Framework must have a long-term commitment from the EPA in order to ensure the 
regulatory certainty is in place to make these innovations work under the CWA. S. 2358 
encourages and authorizes long-term investments in innovative approaches under the EPA 
Framework, activities that can only be successful if given enough time to work. S. 2358 ensures 
that pilot showcase demonstration communities are identified and that the EPA is on record as 
approving such integrated plans, along with the related CWA permits or consent decrees 
necessary over the long-term. 

Flamilton County, Ohio and the “Perfect Storm” Communities Coalition believe that S. 2358, if 
enacted, can help to further the use of these innovative, cost-effective approaches in complying 
with the CWA. We encourage the Senate Environment and Public Works Committee to take up 
and approve S. 2358. We look forward to working with this Committee, the Congress, and the 
EPA in enacting and implementing S. 2358. 

We also look forward to the transparent and accountable implementation of the EPA’s Integrated 
Municipal Stormwater and Wastewater Planning Approach Framework in developing flexible, 
innovative approaches in meeting water infrastructure affordability challenges, including the 
creation of pilot showcase communities. And, through such a legislated programmatic 
commitment to the Framework, the EPA could assist communities like mine and those of our 
Coalition in complying with the CWA using cost effective alternative approaches to better 
address expensive wet weather water quality challenges. 
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Thank you for the opportunity to provide this testimony for the hearing record and I would be 
happy to answer any questions that you and Members of the Committee may have on this 
testimony. 

Sincerely, 


Todd Fortune 
Commissioner 
Hamilton County, Ohio 
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"At the dawn of the 21st century, much of our drinking water infrastructure Is nearing Che end of its 
useful life. There are an estimated 240.000 water main breaks per year in the United States. Assuming 
every pipe would need to he replaced, the cost over the coming decades could reach more than $1 
trillion, according to the American Water Works A.ssociation (AWWA).''^ 


The recent crisis with Flint, Michigan’s water system has drawn the public’s 
attention to our need for not only significant investment in this most basic public 
service, but the crisis facing low-income Americans to pay for the service while 
meeting other basic needs. Public officials at all levels of government wrestle with 
the challenges of mobilizing the significant sums of money needed to finance 
infrastructure and meeting environmental mandates. 

As we set a course for long over-due capital improvements, public officials 
must also attend to a disturbing trend — that of widening inequality between 
those who have affordable, safe drinking water and adequate sanitation, and 
those who do not. This gap is one of the most critical moral challenges our 
nation faces today, and it is being compounded by increasing economic 
hardship and the impacts of climate change. 


The deep affordability crisis in the U.S. 

Water is expensive. Data from the Consumer Expenditure Survey shows that water 
bills have grown much more sharply than other household utilities like gas and 
electricity.^ The National Consumer Law Center notes that from 1990-2006, water 
and wastewater bills increased by 105.7%, while household income increased by 
only 61% over the same period.^ In 2014, Circle of Blue reports found that in five 
U.S. cities (Chicago, San Francisco, Tucson, Austin, and Charlotte}, water and 
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sanitation rates increased more than 50% over five years. On average, rates have 
grown at 5-8% per annum and over 41% since 2010.+ In 2015, average water bills 
varied widely. In Seattle, the average family of four was paying $310 per month for 
water, wastewater, and storm water fees. In Salt Lake City, that monthly bill was just 
$59. But Circle of Blue's data suggestions that for residents who have lower 
incomes, many cities’ water costs are causing families to make impossible choices 
between keeping up with their financial commitments and meeting other basic 
necessities, such as medicine, food, transportation and housing. 

There is currently no systemic data collection on affordability, but recent studies 
show that the cost of water is extremely unaffordable for many lower-income 
Americans. A 2010 study by the Water Research Foundation, supported by the EPA, 
found that conservatively, 15% of Americans likely struggle to meet their water bills. 
UUSC commissioned research from utilities economist Roger Colton shows that for 
every county in California, using standard median household income calculations to 
judge affordability, the lowest quintile will pay between 11-19% of their monthly 
household income for water. The U.S. Conference of Mayors reports similar data for 
30 cities in California.^ Additional study and action are urgently needed. 

Low-income people In rural areas face serious affordability challenges. The data on 
rural water costs is even more sparse than that on urban rates, but what does exist 
is striking. The Bureau of Labor Statistics reported that in 2011, rural residents paid 
on average almost twice the annual cost for "water and other utilities" as urban 
residents.® Further, studies show that rural communities tend to have both lower 
average incomes than cities and higher costs per person for water infrastructure, in 
addition to facing more acute threats of water contamination from unregulated 
agriculture runoff that can make water services unaffordable and water 
undrinkable. On-site wells and sanitation systems are expensive and the 
investments needed to extend town or country infrastructure to rural areas are not 
being made. 

The affordability crisis in the U.S. does not affect everyone equally. In fact, it 
exacerbates various forms of discrimination. For example, there is new evidence 
related to water affordability and accessibility being added to the vast body of 
extant research documenting the existence of environmental racism. 

Massachusetts Global Action’s Color of Water report, one of the only studies of 
its kind, show that Black Boston is ten times more likely to receive a water 
shutoff notice than White Boston.'^ Michigan offers another stark example; half 
of all African-American Michiganders live in towns under austerity measures 
that daily put at risk their access to safe, affordable drinking water and 
sanitation, compared to 3% of White Michiganders.^ 
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The multi-faceted consequences of unaffordable residential rates 

UUSC's research documents, in detail, the serious economic, health, educational, 
psychological, social, and economic effects for families and our society when 
households cannot keep current with their water and sewer hills. 

In many states, not having running water in one's home can contribute to child 
protective services removing children and placing them in foster care. In Michigan, 
where thousands of Detroit residents were the victims of Detroit Water and Sewer 
mass water shutoff program beginning in 2013, shutoffs threatened parental rights 
and family unity. A study in Michigan found that "utility shutoffs" were a factor in at 
least two dozen instances of child removal.’ In over half of these cases, there was no 
allegation of child abuse and the lack of utility services in the home was one of the 
major factors contributing to the children’s removal. Parents facing recent mass 
water shutoffs in Detroit and Baltimore voiced fears that their children would 
similarly be taken away because of their inability to pay their water bills.'” Adding 
to the tragedy, if children are taken into foster care, the foster family’s water bills 
are subsidized. Yet, there are no sufficient programs for low-income water 
customers to keep their water running in the first place. 

Unpaid water bills can lead to eviction and foreclosures. In Baltimore, where water 
bills can be included in rent, the inability to pay a water bill can lead to eviction." A 
Baltimore homeowner’s home can be placed up for tax sale if there is over $500 of 
unpaid water bills. In Detroit and elsewhere, unpaid water bills can be placed as a 
lien on a customer’s property. Unpaid, these liens lead to foreclosures and the loss of 
one’s home. There is evidence that in Detroit, the inability to keep up with bills and 
property charges contributed to families having to leave the city.'^ 

People can face legal action, arrests, and fines when they cannot keep up with the 
cost of water and sanitation. Beginning in 1999, The Alabama Department of Public 
Health began citing people who did not have functioning septic systems for failing to 
uphold state environmental and public health standards.'^ These on-site systems, 
due to the special nature of the soil, fail unless very expensive technical upgrades 
are put in place, costing from $10-40,000 per household. People who could not 
afford to install these systems were arrested and live with arrests on their 
permanent records simply because they could not afford water and sewer 
infrastructure. After a water shutoff in Michigan, people who attempt to provide 
themselves with needed water by reconnecting their water pipes without the 
utility’s permission can face criminal charges. And, in many municipal jurisdictions, 
existing laws effectively criminalize homeless persons who lack access to safe water 
and toilet facilities, by making necessary bodily functions done in public a crime. 

If one can't pay one’s water bill in the United States today and the water is shut 
off, one is at risk of losing one's health, home, children, and freedom. 
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The necessary role of the federal government 

Every person must have access to safe, sufficient, affordable drinking water and 
adequate sanitation, or run the risk of serious health effects. Given this truth, the 
federal government has a critical role to play in guaranteeing access on an equal 
basis across the entire country. Presently, there is no standardized and enforceable 
national affordability standard for water in the United States. At best, the EPA gives 
limited guidance on affordability based on median household income — an 
inappropriate marker — and the scope of this guidance is very limited. 

The EPA’s regulations on affordability are, in practice, largely Ineffective. 
These guidelines are used to determine when Clean Water Act and Safe Drinking 
Water Act mandates may cause economic distress for municipalities.^'* The 
commonly-used threshold of 2.5% of median household income is often used to 
measure affordability of water in a given municipality, with 4.5% as the threshold 
for all water and sanitation services.*^ Yet, the regulations do not seem to have the 
intended impact. For instance, the Congressional Research Service reports that the 
EPA has judged all available technologies for small water and sanitation systems 
compliance "affordable."** The American Water Works Association and the Water 
Environment Foundation report that states further do not approve exemptions from 
compliance because it is so burdensome to document when an exemption is based 
on "un-affordability.”*^ 


In addition to being ineffective, the guidelines do not ensure affordability, and 
in fact, disproportionately burden low-income households. The regulations use 
median household income as a measure. UUSC's research shows that for every 
county in California, following this standard enforcement measures are 
allowable even though they will result in the lowest quintile paying from 11- 
19% of their monthly household income,*® a proportion that far exceeds 
international standards. The U.S. Conference of Mayors report on affordability in 
30 cities in California reached similar results.*® 

In the 20'*' century, the US government and federal agencies have affirmed the core 
value of equality in accessing public services for all, and environmental justice. The 
Environmental Protection Agency defines environmental justice as "the fair 
treatment and meaningful involvement of all people regardless of race, color, 
national origin, or income with respect to the development, implementation, and 
enforcement of environmental laws, regulations, and policies."^® If the nation is to 
live up to our values, it must take steps to make water affordable for all people, no 
matter their income, address, race, gender, age, or ability. 
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We recommend four necessary actions that are appropriately within the scope 
of the federal legislative and executive branches: 

1. Investigate and report the extent of insufficient water and sewer systems 
and federal financing for pined and on-site systems, and water quality 
enforcement in historically disadvantaged communities in the U.S. 

• Mandate a thorough 0MB, CRS or GAO study with required reporting to Congress, 
including a robust plan for regional fact-finding with publicly accessible hearings. 

• Strengthen the Clean Water Act and Safe Drinking Water Acts, as needed and/or 
propose new legislation based on the report's findings. 

• Prioritize and target water and sanitation funding to ensure access to those who do 
not have it and vulnerable populations first, and other investments as needed. 

2. Improve data collection on water affordability and equal access. Without 
ongoing accurate data, we have no way to ascertain the full extent of the water and 
sanitation crisis. Without data, we cannot assure accountability on the part of 
utilities, municipal, state, and federal governmental bodies for ensuring the welfare 
of residents and the impact of policies (or lack thereof). 

• At a minimum, require reporting on shutoffs by population from all recipients of 
federal revolving loan funds under the Clean Water Act and the Safe Drinking 
Water Act. Reformulate the Census and American Community' Survey to track 
water and sanitation access and costs at the household level, along with water 
shut-off notices and disconnections by age, gender, race, and ability. 

3. Establish a national, enforceable affordability standard for drinking water 
and sanitation in the United States. Presently, the U.S. does not include 
affordability of services, piped or on-site, for the lowest-income consumers in its law 
and regulation.^! Further, the EPA's guidance on affordability is used narrowly for 
compliance with federal mandates and is based on median household income — an 
inappropriate marker — and the scope of this guidance is very limited. 

• Adopt new legislation or amend existing legislation to incorporate an affordability 
standard of 2.5% of monthly household income for all water-related services 
(drinking water, sewer, storm water), low-income assistance programs, and 
funding for on-site systems for low-income households. The standard must include 
shutoff protections for low-income families with children under 18 years old or 
elders over 65, pregnant and lactating mothers, persons with disabilities, as well as 
persons with chronic or catastrophic illnesses. 

4. Integrate the new affordability standard and protections In water quality 
en forcement actions and federal funding mechanisms/^ 

• Require the EPA to immediately adopt the above recommended affordability 
standard and protections for vulnerable populations in all its enforcement actions 
and criteria for grants and revolving loan funds. 
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It is imperative that the cost of clean water not be unjustly transferred onto the 
backs of low-income water customers. Agriculture and extractive industries pollute 
drinking water sources, shifting the burden of water treatment to ratepayers 
through their drinking water bill. For example, Des Moines Water is suing four 
counties upstream because it has spent millions of dollars in investment in 
equipment and treatment to remove nitrate caused by agricultural runoff from its 
drinking water. Des Moines Water would have to raise rates 4-6% each year for the 
next 30 years to pay for this. Some 18% of residents of Des Moines, Iowa are 
considered low-income. Their water bills are already unaffordable. We must 
achieve both water quality and affordability for water consumers. 
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